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PREFACE. 


This  work  is  designed  for  an  introductory  text-book 
of  economic  science.  The  first  three  chapters  aim  to 
f&miliarize  the  student  witli  an  orderly  treatment  of 
gome  leading  facts  in  the  economic  history  of  the 
United  States  before  the  study  of  economic  theory  ia 
commenced.  Throughout  the  book  economic  principlea 
are  discussed  with  special  reference  to  American  con- 
ditions, and  their  workings  are  illustrated  by  frequent 
allusions  to  American  experience. 

Some  of  the  chapters  treat  of  topics  that  are  ex- 
tremely diSicult  In  such  cases  no  attempt  bas  been 
made  to  secure  a  false  appearance  of  simplicity.  The 
subject  of  public  finance  has  been  only  incidentally 
touched  upon.  The  author  considera  it  impossible  to 
discuss  taxation  satisfactorily  without  studying  public 
expenditures  also.  To  do  this  would  hare  required 
more  space  than  conid  be  allotted  to  that  subject. 

When  many  important  points  of  economic  theory  are 
unsettled,  as  is  certainly  the  case  at  the  present  time, 
the  preparation  of  a  text-book  is  not  an  easy  task.  The 
author  believes  that  it  is  neither  desirable  nor  pos- 
sible to  introduce  the  beginner  to  many  controversies 
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on  fundamentflpi  poirtB  of  theory.  For  this  reason  ho 
has  been  obliged  oftcntimus  to  present  Iiie  own  views 
much  more  dc^matically  than  ho  would  dcairc  to  do 
under  other  circumatancee.  On  practical  pixiblemts, 
however,  Biich  aa  biuietallism  and  monopuliea,  where 
Teight  of  opinion  is  nGarly  evenly  balnnccd,  every  elTot'L 
^lk&8  been  mado  to  prcBont  both  aides  of  tlio  con  trove  reiea. 
The  auUior  has  rocciv&d  mvaluable  aasiatonce  id  tho 
preparation  of  this  work,  Special  acknowledgment 
shunld  iie  made  to  Pi-ofessor  Charles  IT.  null,  of  Cornell 
University,  to  whoso  sitg^estioits  and  critielsms  tliis 
book  owes  much  of  whatever  value  it  may  have.  The 
thanks  of  the  author  are  due  especially  to  hie  wife,  who 
pre]Mii'cd  nearly  all  the  manuscript  for  the  printer,  light- 
ening by  one  half  the  labor  of  writing  this  work. 


CHARLES  JESSE  iSULLCJCK, 


InuCA,  K>  T^  AprU.  ia9T. 


PREFACK  TO  THE   SECOND    KDITION. 

In  this  second  edition  the  grcflt<:r  pnrt  of  the  original 

work  rein;;iiiM  uuchaii^^'d,  CAOCpt  for  the  fact  tliat  at  a 

few  pomr,a  tho  materials  have  boon  brought  up  to  date. 

The  chapter  on  valuo,  however,  has  been  uonsiderably 

altered,  and  the  sections  relating  to  normal  value  have 

jen  entirely  rewritten,     F'inally,  at  the  risk  o£  longlh- 

eniug  the  hook  unduly,  a  new  chapter  devoted  to  public 

expenditures  and  rerenueH  has  been  added. 

C.  J.  B. 
ftLkift,,  April,  lOWI. 
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CHAPTER  L 


INTBODUCTnON  TO  THE  ECONOUIO  HTST0R7  OF  THH 
UNITED  STATES. 

L  Weftwvd  EjpvuioiL 

§  1.   The  EnglUb  colonies  in  Nortli  America  were 
planted  on  the  mere  threshold  of  a  vast  territory  of  coa- 
tinental  extent  and  imperial  richness.     Re- 
Bistlessly  the  line  of  settlement  has  been  movement  of 
pushed  westward  until,  at  the  present  day,  '**''*^"*'™' 
no  distinct  frontier  of    unsettled   land  exists  in  the 
United  States,    This  westward  expansion  of  population 
over  a  vast  area  of  free  land  has  been  the  fundamental 
fact  in  the  economic  history  of  the  country^  exerting  an 
influence  upon  almost  every  phase  of  its  economic  life, 

§  2.   The   colonists  of  the  seventeenth  century,  ad- 
vancing   through  the    valleys   of    the    rivers    Bowing 
into  tho  Atlantic,  pushed  their  settlements  Tbeflnt 
slightly  beyond  the  "fall  line,"  or  the  point  ^^J^SS^fl 
where  the  first  falls  obstructed  the  naviga-  ezMutfim. 
tion  of  the   rivers.     The  frontier  of  the   seventeenth 
century  corresponded  roughly  with  tho  western  border 
of  the  Atlantic  coast  region.    From  ITOO  to  17QQ  i1\Q 
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frontier  was  advanced  another  stage  toward  the  weflt 
Emigrants  gradually  followeii  the  rivei-B  Lhat  penetrate 
tlie  Appalachiau  regioa,  and  formed  BeCtlementa  in  the 
Uible-lands  of  Pennsylvania,  Virginia,  and  tbo  Caro- 
Ijaoa,  In  Now  York  and  New  England  manj  aettlorB 
iiuflhed  toward  the  interior  of  those  scctiona.  Mean- 
while, the  eaetcm  or  tide  water  roglona  became  an  area 
of  more  or  less  continuous  settlement. 

g  3.   Thii  tliird  stage  in  Wm  mlvance  of  tha  frontier 

occurred  between    1760     and   1790,      Settlers    moved 

tiBthM        l^""0"gli  the  valleys  and  mountniii  paeaefl  of 

aodinmrw      the  Appalachiuna,  and  emerged  in  Tenncfi- 

aoe,  and  Kentucky,  and  uround  the   upper 

branches  of  the  Ohio  River.     Thna  the  frontier  passed 

over  the  mouiitfiijiaf  wliile  llic  area  of  continuous  settle* 

meats   advauced    well   into    the    Appohichian    region. 

Wiib    the   Appalachian    moniitains   once    passed,  emi* 

grants  moved  rapidly  into  lUo  Miasissippi  Valky,     In 

ISt^O,   Ohio,  southern    Indiana    and   Boutlieim   ilHnoiSi 

Tcnnosflco,  Kentucky,  and  Bouthcaatern  MisBouri  were 

included  within  the  settled  area.     West  of  the  Miasia- 

Hippi    and    ahuig  the   Great  Lakes,  a  fourtli  region  nf 

frontier  eiisfcd. 

§  4-   From  1320  to  1850  the  Tpestward  movement  of 

jkopnlution    was   very  rapid.     The  construction  of   the 

Eric  Canal,  in  1825,  ajid  the   use   of   the 

uddxth       ateamboat  upon  tbo  western  rivers,  faeili' 

'**'**'  talcd   communication    with  the    Eaat»  and 

stimulated  the  settlement  of  the  Mississippi  Valley.    By 

1850  Like  frontier  was  advanced  to  the  eastern  boucduJ'v 
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IS 


ofEftasEisand  Ncbraaka.  while  gi-crit  statca  Imi  arisen 
eafit  of  tlie  MisBissip[.<i.  At  tlia  same  time  a  new  fnm- 
tier  of  8ettfeni»?»t  was  begLii  lu  Ofllif*ji'iiia,  UregniiT  and 
Utah.  By  1880  the  territory  intervening  lietwcen  the 
Kaa Bus-Nebraska  and  the  Pacific  frontiprs  of  1850  had 
bocomc  jK>pulated,  although  somewha^t  Bparsely.  In 
many  places  frooticr  conditions  atilL  existed,  but  areas 
of  thicker  settlement  had  bo  broken  into  the  old  Rocky 
Mountainfronticr  that  a  diefinet  line  of  frontier  no  longer 
esiflted.  Tlie  decade  from  18??0  to  1800  saw  almost  the 
complete  disap|>earance  of  an  ^  Ann^rican  frontier." 

§  5.  Up  to  the  present  time  the  economic  history  of 
the  Fnitod  States  has  been  marked  by  a  continual  west- 
word  movement  of  population  over  vacant  g|gnjj(^^„™ 
lands.  In  the  future  it  will  bo  altogether  a  of  wmiwuiI 
story  of  lie  more  complet*  development  of 
the  territory  won  for  the  cause  of  civllisiation  by  the 
laliijps  and  ppiviitions  of  the  American  pioneer.  The 
aignilicance  of  this  movement  for  westwai*d  Gxpaneion 
has  been  nnderstood  by  few.  For  this  reaaon,  says 
Woodrow  Wilson, "  the  history  of  the  country  and  the 
ambitions  of  its  people  liavc  been  deemed  l>i>tb  BtirtJiil 
and  mean,  inspired  by  nothing  belter  than  a  desh-e  for 
the  groM  comforts  of  inateria.1  abundanco;  and  it  has 
been  pronounced  grotesque  that  mere  bigness  and 
wealtli  should  bo  pat  forward  as  the  most  prominent 
grounds  for  the  boast  of  greatness.  The  obyious  fact 
is  that  for  the  creation  of  tlie  nation  the  conquest  of 
her  proper  tcmtory  from  Naturr  was  first  necessary; 
and  this  task,  which  is  hitrdly  yet  completed,  has  Veen 


H  evosomc  msroRY  op  tbe  united  states, 

ulGhVizetl  in  tlie  popular  mind.  A  bold  race  has  de> 
rifod  inBpir&tion  from  the  «ize,  Ihe  difficnltj,  tbe  dan- 
ger of  the  tafilL  Eipaosion  liafi  mcfint  nationaUzatioTi ; 
OfttionalizatioD   has  meaat  stTcngtb  and  cloTation  of 

IL  Land  TcDUr^a  in  the  United  States. 
5  G^  Sysi.t-ras  of  land  t^nuru  inlliiency  powerfuUy  the 
ecfuiumic  dcTclopracnt  of  a   couoliy.     In  Europe,  the 
TV  iBno*ott  pOB6e86ion    of    land    lias     often    conferred 
tf  MM  economic    Bupcriority    and    social    dietinc- 

tion.  Id  tbo  Middle  Ages  tbe  large  land- 
ownom  became  the  feudal  rulers  of  Europe^  while  tbe 
Rinall  owners  and  the  landless  men  were  obliged  to 
place  thcmaelvcB  under  the  (iroLectlon  of  some  feudal 
lord,  in  a  position  of  economic  and  social  dependence. 
In  modern  Europe  the  landed  aristocracy  has  lost  moat 
of  it6  oxotusivo  poHtical  privilogcB,  bnt  retains  eomothing 
of  ita  former  social  superiority.  Land  tenures  have  in 
most  count  rifl a  re maiucd  aristocratic,  —  that  is,  such  as 
to  perpctuatu  large  cstnl^a  and  to  make  dilTiciUti  the 
growth  of  a  large  number  of  sniall  holdings.  Such 
land  tfinurca  keep  the  mass  of  I'le  ajrlcnltin-al  popula- 
tion of  Europe  tn  a  position  oi  economic  dependence 
upon  tlio  land-owning  classes. 

lo   the   United    States    economic    derelopmcot    has 

tnkcn  IV  dilTefcnt  direction,    lu  come  colonies   efforts 

tumiaiD      VLTQ   made   to  create  large   cfitatca  whoge 

ito  Urtiwi      proprietors  should  enjoy  special  privileges, 

and  varioua   conditions  sometimes  made  it 

diSicultfor  small  proprietors  to  acquire  titles  to  laud 
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But,  ID  tho  loug  run,  the  tendency  was  towai'd  a  point- 
Jar  system  of  land  tenurt;  aiul  land  Lratiufei'-  After  tha 
i^&eTolutlon,  pmctically  all  traces  of  atiatocratic  land 
laws  were  swept  from  the  statutes  of  the  states.  Small 
hcidiugs  liad  always  beeu  the  rule  in  New  England, 
while  large  cetatea  becaDio  more  commoa  as  oue  paBsed 
toward  the  South-  These  differeucca  had  ao  ccouomio 
eiplanation.  The  more  fertile  lands  of  the  middle  and 
eouthcrn  colonies  mode  larjre  farms  and  pluuWrona 
profitable  eeononiically.  On  the  IcsB  fertile  soils  of 
New  England,  amaller  farms  and  a  more  careful  cul- 
tiratiou  were  an  economic  neeossityi  Similar  cauacs 
explain  diScrcnccB  m  agricultural  teaurcB  that  exist 
in  the  countrj  at  the  present  day. 

§  7.  Since  vacant  lands  abounded,  the  mauagcmeut 
and  settlement  of  such  public  landa  became  an  impor- 
tant   problem    early    in    colonial    liistory,  B,„,g^j„pnf 
The    usual    outcome   was  that  the   people  vnxbuc 

Una. 

nnally  secured  the  right  to  acquire  owner- 
ship of  the  vacant  territory  by  simple  methods  of  reg- 
istration, and  by  making  a  payment  that  was   often 
nominaL     The  growth   of  democracy  in  the  colonies 
made  such  a  solution  i^eTitable.  ^ 

Tlie  War  for  ladcpendonce  placed  In  the  control  of 
tlie  United  States  nearly  all  the  territory  now  comprised 
WLtbin  its   limits  cast  of  the   Mississippi.^  n*  paUk 
The  territory  west  of  the  AUeghonies  was 
ceded   to  the   uatloual   govemmeut   hy  the 

'Od  tlie  j^uLjtKit  of  toad  tentioot,  tta  maps  m  MacCodx,  HratorTn] 
Uniioa. 


dBBulqotlbB 
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atateB>  and  becnme  a  pulilic  di^main.  In  1735  nnd  1787 
CongrcBfl  passed  ordinances  tliat  provided  for  the  ad-^ 
iBiuiatralion  of  the  Nurlhwest  Territory.  Tliose  onU* 
Dances  laid  down  the  lines  wbicli  tlie  policy  of  tlio  United 
States  hafi  always  fonQwed,  in  many  iiuporUnt  featuros. 
Tho  Knd«  weru  divided  by  a  guvernaiental  survey  into 
lownalii(ja  six  milea  square.'  Entirt,-  tuMnships  cr  soc- 
ti4;tis  of  towiiatii|>a  were  sold  at  public  sale  for  ttot  less 
than  a  dollar  per  acre.  This  system  enabled  settlors  td. 
locate  easily  in  the  states  iiortb  of  tbc  Uliio,  and  conso- 
qucEtly  tbe  flow  of  population  into  the  Ohio  Valley  was 
very  rapid.  By  several  ncqiusitione  Uie  United  Stntes 
<-Ktended  its  territory  to  tlio  present  limits;  and  the 
public  domain  included,  at  one  time  and  auotKer, 
2,^69,175  square  mUos,^  The  tliirtoon  original  states, 
together  with  Maine,  Kentucky,  and  Texas,  were  never 
part  of  the  public  doLnain,  Their  area  is  about  6^9,000 
square  miles. 

This  vuh1>  public  domain  b&s  been  sold  at  public  and 

at  privato  salo  at  a  common  price  of  $L25  to  $2.50  per 

aero.     Since  1862  a  free  homestead  of  not 

DlapoiAl  of 

Lberouic  more  than  one  hundred  and  si\ty  acres  has 
been  granted  practically  free  of  clmrge  to 
every  citizen  vrho  is  tho  head  of  a  family,  or  above  the 
age  of  twouty-one,  on  coiLdlfion  that  he  shall  actually 
cultivate  the  land  for  fiA^e  jears.  Lands  \aluable  for 
minerals,  for  timber  or  stone,  for  town  sites,  etc.  have 

^  6»  Fmu,  CitU  Govcnuncbt,  Sl-SS;  HiMBi>4Lft,  Tba  Old   Nortli- 


Ilkcn  sold  on  spocial  torme.     Vast  tracts  of  land  hare 
^ecn  given  away  for  the  purpose   of  aaaisting  in   the 
couatruction  of   rallroada   and   miliUrj  roads,  for  the 
^endowment  of  ecliooU  and  collegi^a,   and  fur  military 
mntiea  to    soldiers   and   aailorfl.     Iq  tliese  ways  the 
ir^r  part  of  the  original  domain  baa  passed  out  of 
ic  hands  of  Ihe  Uaitcd  States.     lu  1894^  csclii&ive  of 
Indian  ard  miliUry  i-eservations,  there  remained  abont 
jO,000  square  miles  of  public  domain*     To  this  should 
added  nearly  all  of  the  677,390  square  miles  inclndcd 
Tn  tlie  limits  of  tliG  temtory  of  Aluska.     Of  the  hinds 
that  remain,  only  a  email  part  will  be  available  for 
^Agricultural  purposes  imtU  the  arid  regions  of  tho  Wost 

shoU  be  irrigated. 
^_     There  bavc  been  great  abuses  In  tlie  adminiBtraUoa 
^Bf  the  pubUc  domain.     Vast  tract's  of  land  bare  been 
^Becured  by  fraud,  railroads  and  othor  cor-  p^.^«^ 
porations  have  secin^ed  land  nlthout  fulliU-  pobitc  tiaa 
iiig  tbe  conditions  upon  whieh  the  grants  '*^' 
wore  made,  while  land  and  timber  thierea  hare  sup- 
rtcd  lobbies  at  Washington  to  prevent  tho  paasnge 
f  laws  dcsi^'ned  to  protect  public  interests.     Yet,  in 
ejiito   of    all  abuses,  millions   of    acttiers  have  found 
omea  on  lands  secured  from  the  United  States,  the 
resources   of    the  country   have    been    de^'eloped,   and 
wenty-flcven  states,  carved  out  of  the  public  domain» 
ave  boon  admitted  to  tho  Union,    On  tho  agricultural 
lands, hoidinp^  of  moderate  aisc  have  been  the  rule;  and 
the  public-land  states  have  become  comyiosed  of  a  large 
liumber  of  proprietors,  not  of  landlords  aud  tenants. 

i  2 
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ni.     Growth  of  P^pnlatioa  in  tKe  United  Sti'tQS-         ^^^ 

§  8.    Duriu^  ti^o  suvcntectith  century  tbo  popuktion  ^^M 
of   the  English  coIonloB   ^vcw  quite   Blowjy,  but  from  ^^ 
1700  to  1775  numbere  iiicre&scd   ramdly. 
incroK of      Mr.   Bancroft  ertl.iinatea   Uie    pcjiulnliim   in 
PcvuiaUi^n.      ^^r^   ^^  1,165,000  wljltsfl  aiid    203,000   ne- 
groes.    In  1775  it  had   increased  fo  2^00,000  bouU. 
The  Eiif^lish  eletuent  predoiniDated  in  most  of  tlie  colo- 
nics at  that  timo,  but  the  population  was  quite  het^ro- 
IcneouB.     In  New  York  tlio  Dutch  6tock  prevailed,  on 
:he  Delaware  River  there  were  settlements  of  Swedes,  in 
PcDiiajlvania  there  were  many  Germana,  in  the  mouii* 
:flinou8  districts  of  the  Appftlachian  frontier  Scotch-Iriah 
wore  most  numeroiie,  wliilc  the  southorn  colonics  con- 
tained mony   Huj^ucnots.      The   Firet  CenBos   of    the 
Jnitod  States,  in  ITI^O,  showed  tbo  population  to   be 
j,924,214.     The  subsequent  growth  of  the  country  is 
hLowu  in  the  following  table:  — 

i 
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§  %  The  euormoLta  iucrcase  of  tho  pujiulaliun  uf  the 
United  Sf.nti^s  tiuriiig  Uie  lust  iientiM-v-  ib  ilue  partly  to 
nataral  incrpano  by  a  constant  excess  of 
births  over  deaths.  From  1700  to  1820  UcntMsf 
the  natural  mcreaso  was  very  great,  so  that 
populabiou  doubled  repeatedly  in  perioUa  \j{  about twentj' 
OvQ  years.  Tbid  woa  due  to  the  abundance  of  ferbile 
land  wliich  was  usually  acuetitiible  to  every  one.  Food, 
clothing,  iipd  aheltner  could  be  secured  very  cheaply, 
Au  increaae  of  numljci-a  m^'ant  not  so  muL-b  an  increase 
of  mouths  to  bo  fed,  as  gji  addition  to  the  productive 
labor  of  cnch  family  employed  upon  new  loud.  Under 
such  conJitiona  marriages  occurred  early,  families  were 
Urge,  and  the  imtnral  lucreaBS  of  mimbera  ^ns  rapids 
After  1820  it  was  ooticed  that  the  rat«  of  natural 
increase  began  to  dimiiilah.  This  bocome  apparent  in 
the  older  and  more  thickly  populated  regions.  In  recent 
times  tbia  condition  liaa  become  very  general,  as  the  pop- 
ulation of  more  states  baa  become  relatively  dense.' 

g  10.  Inimigration  baa  been  so  large  that  the  smaller 
rate  of  natural  iucrca^e  has  been  letw  apparent  than  it 
would  bate  been  othej'wise.  From  1790 
to  1S20  immigration  vas  small,  leas  than 
250^000  persons  coming  to  this  country  during  that 
period.  Between  1820  and  1850  over  2,100,000  immi- 
grantB  arrived  on  our  eborca,  and  aa  many  more  camo 

>  See  Tlxkcb,  ""  Proems  of  llio  UflitoJ  Statu;*  80-107,  i.nbliihe-I  in  , 

1813.  for  a  iliicDMlon  of  rhe  decrr^oeeil  rule  uf  uiuuml  lucr^atw.    Aln  I 

iv«d  JiLiTO-f^HTTii's  -  Stat wti I'D  arnl  Soci.flogy,"  ctutps.  v,,  tL,  rli,  and  ■ 
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betveen  1850  aad  1860.  In  the  latter  j-eflr  more  than 
thirtoon  per  cent  of  the  total  population  waa  estimated 
to  be  of  foreign  birth,  Aftoi'  tbe  closo  of  the  Civil 
War  immigratioD  aaaumed  la^rger  proportions  than  ever. 
The  West  welcomed  immigronts,  bureaus  were  estab- 
liflhed  to  aid  IbemT  the  coat  of  ocean  and  Uti*I  traus- 
poitatiou  waH  dieiiiR'Utd^  and  trtina  portal  ion  cotnpaniE^a 
made  efforts  to  obtain  pHsaengere  from  foreign  lands. 
In  1871,  S21,350  immigranta  came  to  this  country;  and 
in  1882,  788^^92  amvod-  Sinco  then  the  annual  aver- 
age has  boon  about  half  a  minioii.  The  whole  number 
of  immi^^rants  from  1320  to  18G4  has  been  17,428,000. 
The  Census  of  1890  showed  tlial^  tlio  population  of  tlie 
United  States  fell  into  tho  following  groups  :  — 


Naiiie-liDru  hLjlWa  vitb  forelgu  paroFLta      ,    |l,50h'^,G7A 

Fonigfi-boriL  vliitM 9,111,867 

Colored  p«nciDi    .,,.......      T,&38,3fiC» 


I  Foroayrh^  most  of  the  immigrants  came  from  Trelan3^ 

I  England,  and  Gormany,  More  recently^  larger  num- 
bers have  come  from  the  Scandinavian  countriea.  Dur- 
ing tho  laat  dcoadc  immigration  from  Ireland  has  fallen 
off,  while  Austria-IIungarr,  Poland,  and  Italy  have  sent 
vast  numbers  of  imniigrantr^. 

g  IL  Tho  general  movement  of  population  has  always 

been  westward,  on  account  of  the  unoccupied  lainln  of 

fcflbujiy  of     the  frontier.     Not  only  immigrants^  but  also 

JJ*^"^^*  many  of  the  native  population,  have  formed 

^'W"'-  tliis    stream    of    westward  migration.     No 

oounlry   of    tho   world    has   shown,  at   least   in 
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moilem  tinieH,  an  equal  araoTJnt  of  iiitenial  migration. 
'['his  mobility  of  population  has  dimiiushcd  the  forca 
of  all  economic  shocks.  In  ISdO  it  appeared  that  2l.^iS 
per  cent  of  the  native-born  InhabitunU  o£  Uie  United 
Stfttoa  wore  livlnj:^  In  a  different  state  from  that  in 
trLich  they  were  bora.  In  1880  it  was  aliown  that  onlj 
one  half  of  tLe  people  of  natiTe  birth  were  li\-ing  in  the 
conntj  where  the/  were  bom. 

g  12.  Til  progreanivc  cojntriea  there  has  appenref],  in 
modf?m  times,  a  marked  tendency  of  the  populatioii  ta 
concentrate  iu  citiea.  This  has  been  the  Growth  of 
rcflult  of  the  development  of  manufaetiirus  '^^'"■ 
and  commerce,  and  of  the  improvement  of  t.mrisporta- 
tiou  facilities.  The  followinfr  table  hIluws  the  growIJi  of 
that  portion  of  the  popntation  of  the  United  States 
which  livea  x^.  townn  and  cities  of  8,000  inhabitanta 
and  over-  In  1790  the  number  of  audi  towns  waa  six, 
in  1890  it  woe  four  hundred  and  foitj-eighl. 


Pl>puUll«D 

ri>pulil]oa 

liiikiiihibiiV4-r 

OmntVfATfl- 

»flh« 

rf 

CltJv  lu  ncli  LDO 

Dhi(4d  ^iUiH« 

CLiiM 

ToU  PD]>«la||«ii, 

17M 

fi,02O.iJI4 

iai.47S 

3.35 

ISOO 

6.M<W.1H3 

sic,a7s 

8i)7 

i^ie 

7,a.'iVi,W*l 

2i^.\ym 

4,08 

1820 

'i.'(^\^'n 

47Maa 

4^3 

IIWJ 

i:i.&(W,020 

»04hUH) 

a72 

UiO 

n.mif^.^rj 

\.ihZ,'V^ 

zm 

IttW 

33.iin,8:« 

%^^,fM 

13.49 

isoo 

ai  .\\-A;\n 

fi.07y.26W 

10.13 

1870 

3».iV»s;t7i 

8.071,8Tfi 

aoM 

1860 

60.|tCJtl3 

11,AlS<i><7 

22.6T 

1800 

eu^aaa^&o 

l@,3e4.aB« 

2Q.20 

jV«flM'>i'/<'  ntjmmt  or  tng  vjftted  statts. 


«mIU    1«  db*  Vffft  AdMtfc  SMm  5U1  per 

YM  dM  MMtel  fMMit  of  Ife 

Wivr  tJvMi  Um  t/X«]  iaemw  of  tfac-  poprfatwo  of  Av 
iN4l««,  tt9  urn  tiMre  IM  btMi  M  actul  Aepopriatica 
«f  lh«  pwr«l  4MrMi.  IMi  eott«enlf«lMia  of  &«  popo- 
tillrA  hi  cHUi  to  sml«rt  in  M  Ow  «ltl««  niicte  muiii- 
jlililfilHF  aimI  eomfDcrcUl  tntcrc^U  ore  aiQ«t  imporUnt. 

KT,  HyvUw  of  Libor  la  ths  Csited  SUtM. 

I  \Z.   In  tho  i>rlj^nil  col'>iik«   there   w&»  &   great 
iaamit/  '/f  InfMrem,    Hmnll  pro|>riotors  cultivated  their 
.     own    laiirU,    Init   on   tijc  Itirgcr   farms  and 
I*      |»Unf(ktl<mii   ihur»  wum  )^rc[Lt  need  of  aildi^ 


tloual   IttlKjrorH-     'J'liin  Inck  was  intensified 

M   irthcr    ludii»lrin«    ffrow    up   Iwildu   u^iculture.     To 

iiii[ifi1y    IMh    iLM-d    liiimitfcaliim    TFan    rncouragcd,  and 

vurttJMH  Njfltniufl  uf  uljtAJnitit;  liilKfrui-H  wuru  developed. 

I  11  lMi]i*iiLiim3     vrhilo    sarvantii    vero     found    in 

nil  l\w  (ViiliiiUui  at  an  rnrl^  li/ilo.     The/  were  of  three 

khitiiiKiH      *^1"»»*'«'     Tho  firU  niid  prim'ijml  rJnn  cmi* 

**'*■"         «ihiii(|  af  froi*   |>on»(iii*  who   di-airod   to  mU 

Ijrulp  fi*   llii-  ciilonloB,  hut  woro  iinnhK'    to    [my   tbe 

«I]tmi*o  nf    ti-AiiHtM)rtiini)n    Uiitlior,      They   ^-olunt^rily 

nmlrui^lfnl   ^hh  noine  t>iic  in    America  to  place  their 

Inlnir  itt  liU  iliApimnl  U\T  a  tcini  of  ,^i-jii'a»  \n  rctuvit  for 

kU  Miiimintf  th*!i  ox|wiibc  of  h-&n«|bnrHng  Ihem  to  the 

^Jnnlw    aivl    (iii|ipiMiLn^    ihom   dnrltii;  thir   stipulnted 

^acwi  oC  iiervti\\     llii?  tfViMif  W*iH  u^u  m«do  ap  of 
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EogUah  p(jlitica!  or  crinilnal  offenderSj  whose  labor  waa 
sold  for  a  term  of  yeare  op  for  life.  Tho  third  and 
least  important  clau  was  composed  of  porsijnfl  in  the 
colonics  fflio  were  sold  iuto  servitude  for  a  term  of 
jeara^  either  for  criminal  offonaea  or  for  non-payment 
of  debts.  Sometimes  oiplmns  wore  jjoimd  ^ut  tu  »ervica 
in  this  mannt^r. 

Tliia  Byetem  of  indonted  eervitnde  differed  verj 
materially  from  slavery.  The  term  of  eerriee  was 
naually  from  three  to  aix  years.  At  its  caa«etttef 
do59  the  aorvQiit  was  entirely  free.  The  '"•■J^'^l 
rights  of  Bervflttta  under  the  contracts  were  usually 
aafeguarded  fairly  well.  On  becoming  free,  ecrvanta 
often  rose  in  the  aoolal  scule^  even  into  positions  of 
prominencd.  Many  of  them  became  free  laborers,  but 
the  majority  became  landholdora  nud  swelled  tho  number 
of  BmaU  proprietors. 

Except  wbere  slavery  asanmed  greater  importance, 
the  larger  part  of  the  lahonng  class  of  the  colonies 
was  coDiposed  of  servnnta,  fu  tho  eight-  -EMaiikt 
eentli  century  tho  system  of  indented  scrv-  *r«™' 
itudo  deeliried  in  the  Boutltem  colonies,  yet  it  continued 
evci^wherc  until  the  Revolution,  when  further  impor- 
tations of  flcrvonts  from  England  became  impossible- 
Tlius  the  supply  gradually  disappeared  by  expiration  of 
Uio  terms  of  KervictT ;  yet  indented  servants  were  found 
hero  and  there  until  the  present  century,  when  the  sys- 
tem was  abolished  ty  law  in  some  states^  This  class  of 
sorvantB  had  boon  an  important  addition  to  the  labor 
force  of  all   colonics   wliere  clavory  had  not  asEumed 
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greater  importance.     But  by  1780,  even  in  the  nortliern 

states,  the  Bystem  was  leas  ^trofifable  to  emiiloycre, 
since  laborers  liod  become  more  ebimdaiit  and  it  was 
less  desirable  to  hire  workmeD  for  so  loi^  ii  period  as 
six  years. 

§  16.  Slavery    diEfercd    from    indcr(<;d    Bcrritude    in 
that  the  master  had  the  legal  right  of  owoership  of  the 

person  of  the  stave.     la  the  sixteenth  cen- 

tury  vanouH  Eurofiean  nations  entered  cipoii 
the  African  slave  trade,  rtnd  introduced  sIatcb  into  the 
Now  World.  In  1619  a  Dutch  flliip  landed  twoutr 
African  alavce  in  Virginia,  and  soon  African  Blavorj 
was  introduced  into  the  English  colonics*  The  English 
slave  trade  became  very  large,  and  the  gorerniuent  fofr 
tered  it,  forcing  negroes  iijmn  tlie  colonies  even  m 
o[i|tositioQ  to  protests  and  restrictive  legialatiun-  But 
the  profits  of  tlie  trade  were  so  largo  that  the  colonists 
finally  entered  upon  it  After  the  Revolution  various 
states  restricted  tl»is  nefarioua  trailic;  and,  in  1S07  and 
1808,  Congress  finally  abolished  it. 

Eiiglish  and  Anjericnin  traders  brought  thousands  of 
hIuycs  ijito  the  couiilry  ;  while,  in  the  suiithern  colonies, 

the    nesrocs  nuiltiplied  rnnidly  by  natural 
iiavtrytntb*  inerense.     In   the    eighteenth    century  the 

importation  of  slaves  pradnnlly  declined  in 
tha  colonies  north  of  Mnryland,  this  tendency  being 
most  marked  in  New  England.  After  the  Revolution 
slavery  was  gradually  abolialicd  in  tlic  northern  states. 
In  1730  the  di»ttihution  of  slaves  among  the  gUtes  was 
"lUowft ;  — 
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Ffiv  Ei^f[lAui]  StoEcA       3,BSd 

Nev  York.  r^titiHjrlvuiin.  nnil  Xfltt.IvfKO/    ....      aa>fl4 
Sonthem  Sutw fiS7.^97 

Up  to  this  time  tlie   coiirss   of  the  inatiCution  of 
elavorj  bad  been  filmped  ^nmdy  by  Gconomio  farceB.     It 
\%  incorrect,    hovcviT,  to    say  that  moral  caomimt 
cnimde  ration  A  bad  nothing  to  do  with  the  j^^^**" 
abolition  of   the  institution  in  the   Nortb»  ■i»'=7' 
for  &n    opposition    to  slavery    baatsl    upon  moral   and 
religious  grounds  commenced  early    in  tlie  eighteenth 
oentury.      Moreover,   this    feeling    w&a    not    confined 
to  the  North,   but  was   shared    by   eminent  southern 
Btateamon.     Said  JefForaoa,  writing  concerning  slavery, 
"1  tremble  for  my  country  when  1  reflect  that  God  is 
juat."     But  back  of  all  such  conaideriitionfi  lay  the  fact 
that  slavery  liad  never  been    proritalile    in  ibo  North, 
and  that  in  the  South  it  had  enabled  the  Bla^e-owners 
to  accumulate  much  wealth. 

Abolition,  tlicrefore,  would  cost  the  northern  atatea 
little;  while,  in  tbo  BOiithcrn  atatCB,  it  woidd  destroy 
millions  of  dollnrs  of  propevty*  In  the 
South  the  demund  for  lubor,  to  be  em« 
ployed  in  raijihig  tobaeco,  rice,  and  indigo,  caused  a 
rapid  increase  of  slavery-  In  the  North  smaller  hold- 
ings ami  more  careful  cultivation  were  the  rulo.  The 
oarelees  and  indolent  slave  was  wholly  nneuited  for 
aiich  work.  On  email  fonuR,  also,  overaccfs  could  not 
he  emj-loyed,  and  slave  labor  could  not  be  directed 
properly.  FiiiaUy,  the  e^peoRS  of  feeding  and  clothing 
slaves  was  much  larger  in  the  North,  whila  the  mor- 
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(ality  of  negroes  was  far  greater;    so  tlmt  tbe  coat  of 
elare  labor  was  bigti  and  its  eRicleac^y  was  lav. 

The  result  of  slavery  vos  to  diTide  the  ITuited  States 
Into  two  groupa  of  statee, — one  dependent  upon  slave 
^^^^  labor,  the  other  upon  free-  From  1790  to 
otfuieii].  I860  there  arose  a  bitter  sectionalism  based 
upon  these  differences.  Slaver/  was  for- 
bidden in  the  Nortliweat  Territory,  and  tlie  great  etates 
formed  in  that  region  entnrrd  the  Union  as  free  states- 
Into  the  free  statoa  tbe  increasing  tide  of  immtgration 
flowed,  piopulation  increased  rapidly,  and  nianufacturee 
and  commerce  developed.  The  southern  stntca  received 
few  immigrants,  and  fell  behind  the  rest  of  the  conntrj 
in  res[K;ct  to  Ibe  ^owtb  of  |iopolation  and  industries. 
By  1860  the  free  stateg  had  a  pop[dation  of  19,083,927; 
wlile  the  populstlon  of  the  slave  statps  was  only 
12,S15.37i,  of  which  number  3,953,696  were  slaves. 
The  invention  of  the  cotton  giD,  in  17&2,  Tastly  c^ftondcd 
tlie  cultivation  of  cotton  in  the  South,  and  ibis  soon 
beeiimo  the  ^-reat  staple  crop  of  that  section.  Other 
brnnches  of  agriculture  were  neglected  in  order  that 
tbe  production  of  cotton  might  be  incrensed.  Slave 
labor  was  adequate  to  tbe  work  of  producing  large  crops 
i>F  cotton  by  wasteful  surface  culture  extended  con- 
•tanlly  over  new  lands-  But  improved  agriculture  and 
mechanical  or  maniiftLCturing  industries,  which  required 
more  efficient  labor,  could  not  be  undertaken  with  tlie 
labor  of  slaTcSn  So  the  South  was  abut  up  to  agrieul 
tnral  pursuiU  that  tended  toward  tho  gradual  impover- 
'^t  of  tbo  soil.    It  could  have  no  part  in  the 
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ocoDomie  progi'eas  of  the  nation,  ond  romauiud  in  18i30, 
OS  it  had  been  iu  ITW,  cxclusivoly  an  ajrnciiltural 
region-  Slarer/  bad  becumct  tlioreforc,  a  diatiuct  ■ 
iin])cdimeab  to  the  economic  progress  of  the  South. 
The  abolllinii  of  (he  lustitution  freed  Lhnt  wttiuii  fn>m 
an  absolute  barrier  to  its  further  pro^rGsa,  nnd  ninde 
possible  tJie  development,  by  free  lalxir,  of  the  miLnifold 
nsourccd  of  tha  Nour  South. 

§16.  From  the  first,  free  laborers  existed  in  all  the 
colonies.  They  were  often  pcuple  who  had  been  able 
to  imv  the  expense  of  thcirnaHsnge  from  the 
Old  World,  but  laeked  the  cnpltal  or  the  en- 
terprise to  engage  in  some  industry  upcn  tbrir  uwn 
account.  Their  numbers  were  roerultod  by  indentured 
eerrants  whose  terms  of  service  had  expired.  The  uum- 
Iwr  of  free  laborers  varied  greatly  in  the  diSeront 
colonies,  but  it  wjls  largest  where  slavery  was  least 
general^  and  free  workers  were  not  brotit^ht  into  eoni- 
petitbn  with  slaves,  la  the  northern  colonies  rrcQ^~> 
laborers  inereased  rapidly  durinj;  the  last  half  of  the 
eighteenth  centuiy.  John  Adams,  writing  in  ITSO,  eays 
that  one  cause  of  the  oppoaition  to  slavery  in  Maaaachu- 
eetta  wae  ^'  the  multiplication  of  laboring  white  people, 
who  would  no  longer  snffer  the  ridi  to  employ  these 
stihle  rivals  so  much  to  their  injury,"  Alexaudur 
Hamilton,  writing  in  1T91,  says;  '* There  are  large  dis- 
tricts which  may  be  considorod  aB  pretty  fully  poo- 
pled,  -  .  ,  If  these  districte  have  not  already  reaolicd 
the  point  at  which  the  complaiitt  of  scarcity  of  handa 
ceases,  they  are  nub  remote  from  it.'^ 
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One  cause  of  tlie  Bcarcitj  of  hired  laborers  was  the 
obundancc  of  freo  land.  Almost  any  one  could  become 
xttt^vt  ^  proprietor,  jrnd  cultivate  the  Boil  on  hi* 
fweuma,  own  account  The  land  was  UBuallj  fertile, 
aud  the  return  to  ttie  agriculturist  woa  large.  These 
facts  made  it  necessnry  for  su  employer  of  labor  to 
pay  wages  saflicieiitlj'  high  to  induce  people  to  work 
for  hirOf  rather  than  to  secure  land  aud  engago  in 
af^riculture,  AuicrictLn  wages  liavc  felt  this  influence 
even  to  the  present  day,  Ecouomlsts  have  found  one 
exEdanation  of  the  high  rates  of  v^'ages  in  this  country 
in  these  two  tacts  of  free  loud  and  the  productiyity  of 
American  agriculture,  Tho  ddm'  Winthnip  wrote  in 
1645,  "  Our  children's  children  will  hardly  sec  this  great 
Continent  filled  with  people,  boc  that  our  servants  will 
etill  dcsiro  freedom  to  plaat  for  themselves,  and  not 
fitay  but  for  verie  great  wagea,''  In  1723,  a  leading 
royal  olhcial  wrote  of  the  colony  of  New  Yurk  ;  "  North 
America  containing  a  vast  tract  of  land,  every  one  is 
able  to  procure  a  piece  of  land  at  an  ineongiderable  rate, 
and  therefore  is  fond  to  set  up  for  himaoU  rather  than 
work  for  hire*  Thia  makes  labor  continue  very  dear, 
a  common  laborer  usually  earning  3  sLillings  by  the 
day;  and  consequently  any  undertaking  which  requires 
msiny  hands  must  be  undertaken  at  a  far  greater  ei' 
pcnse  than  in  Europe,  and  too  often  this  ch^Lrge  only 
overbolancea  all  the  advantages  which  the  country 
naturally  affords,  and  is  bardeet  to  overcome  to  make 
any  commodity  of  manufacture  profttahle  wbich  can  be 
riLUed  in   Europe/'      From  earliest  times  there  ia  an 
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iLbundEUiOQ  of  ovidcnco  to  sliow  that  vagcB  have  been 
higher  in  the  United  Stafcea  tlinn  in  Eiiropcau  coiintncs. 
Within  the  last  decade  the  most  deairalile  jiortionB  of 
our  [lublio  l&nda  have  been  occujued,  and  laborers  will 
have  more  difficulty  in  the  fnti^ro  in  fiiKUng  an  outlet  in 
the  unsetlled  regions  of  the  Wost. 

In  tho  oiglitoonth  contiiry  tliorc  woro  three  classes  of 
free  laborers.     f(V*C,  there  were  many  free  hiborors  in 
the  northern  colonics  engaged  in  agricnlfciirc  _.       _, 
or  in  domcBtJc  service.    Such  Inliorerg,  m;ilu  UMmiu 
and  female,  were  iianally  hired  by  the  year, 
and  did  not  receive  the  highest  rates  of  wages,    Tn  the 
Bouthern  coloniea,  such  work  was  performed  by  elavoB, 
The  ter&nd  clitt  of  laborora  comprised  those  engaged  in 
nicohanic&l  or  man uf»iCtu ring  pursiiUa,  ctr  in  trade  and 
Gommercei     These  were  found  in  all  the  colonies,  sineo 
slave    lahor   cvnild    not   be    utilized    for   fliii:h   purprises- 
Thia  clnss  of  lahorora  received  the  higheat  wagea  and 
WDS  always  in  demand,  since  the  supply   of   skilled 
workmen  weis  always  inadequate.     The  third  claaM  was 
composed  of  nnskilied  laborers  of  tlic  towna  and  villag>*a. 
Their  wages  were  sometimes  high,  but  emploympul  wfta 
irregular  and  their  yearly  income  was  not  so  large. 

The  rapid  growth  of  popjiation  dnring  the  preseni 
century   has    increnaod    the  cumber  of    lalwrers  who 
work  for  hire.     'With  the  disapncarauce  of 
indented  servitude^  free  laborers  formed  the  ^rcKm 
only  class  of  workmen    in  the  North  and  "^"^* 
West.     The  abolition  of  slavery  gave  to  the  South  ths 
advantages  of  free  labor 
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CHAPTER  n. 


TBe  OaOWTH   OF   PO[niDATK>K&L  D1IIU3TBTE& 

L  The  Ftnr  Tt«^«  ttnd  Cattle  B&isin^, 

§  17'    The  devclcjpmtQt  of  the  industriea  of  the  United 

Btatea   has  been  described   in   the   foUowiDg  words  :^ 

*'Tbe  L'ait«d  States  lies  like  a  huge  page  in 

toatDf  U'     Lh«  hifttorjr  of  society.     Line  by  line  sa  we 

read  from  wt;»it  to  east  we  find  the  record  of 

ioci&l  erohition.      It  be^ma  with  the  Indian  and  the 

hunter  £  it  goce  on  to  tell  of  tho  disintegration  of  aar- 

iiifury  b/  tiio  entrance  of  the  trader,  the  pathfinder  of 

clvjlization  ;  wc  rt^  the  Qnuals  oF  the  pastoral  atage  in 

ranuli  \\{^\   tliu  exploitatlt^n  of  the  soil  hv  the  raishig 

of  nnrotated  cro|m  of  corn  and  wheat  in  Bparsd^  settled 

furniLng  commutiitiea;  tho  inteasive  cultivation  of  the 

dcuHor  fnrm  Hc-ttli'invnt ;  and  tinally,  the  manufactariug 

organkutiou  with  city  and  foctory  Bjatem." 

§  18.  Tho  Darlii^st  I^iiiglifih  colonists  began  to  traffic 

wllh  tlio  liidiaiiH  fur  inrltrj-     In  New  England  the  fur 

tk«  lar       tnidu    funiiiihi^d   the  earliest  basis  for  the 

•"*■■  foreip:n  commerce  of  that  region.     In  New 

Tofk    tho   Dutch  and  tho  English  fur  traders  pushed 

p  the  Hudson  Kiror,  roaching>  through  the  Mobawk 
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FaUey,  the  Great  Lakes  and  the  Illinois  country,  la 
Virgtnm  the  traders  crosacd  the  AUcglianies  by  tlie  cloae 
of  tbo  aereflteeDth  centiiry^and  later  eiplored  the  moua- 
tains  of  TenneBHee  and  tUe  Caralinaa,  In  Iho  Oaro- 
liiuis  the  coloniBts  began  at  an  early  date  to  compete 
with  the  Virginians  for  the  trade  witli  ttie  Indiana  of 
the  Southwest.  Meanwliile,  in  the  Misflisai[>pi  Valley, 
Uio  Frcneh  extended  thmr  trallio  with  tha  Indiana,  doU 
ting  the  interior  of  the  continent  with  tlioir  trading 
posts.  For  the  control  of  thia  valuiLblo  trade  the  English 
and  French  contE^ndcd  until  the  French  and  Indian  War 
wrested  this  territory  from  France. 

In  the  early   history  of  this   country  the  fur  trade 
was  important  becauae  it  furnished  a  valuable  industry 
which  aided  in  building  up  a  thriving  oom-  loonamK 
meroo.    But  more  than  this,  it  prepared  the  •itB'fl'^Meflf 

f        ■,  1  -..,/.  ,        Ihft  rur  trade. 

way  for  the  advance  of  ctvihiatioa  aorosa  tlie 
Ap[(alflchian  ranj^es.  The  fur  traders,  following  Indian 
trails,*  planted  the  first  posts  in  the  outlying  western 
wilderness.  In  their  track,  huntora  and  trappers  fol- 
lowed. Aa  numbers  grew  and  game  became  scarce, 
both  traders  and  hunters  laoved  en  into  the  wilderncBs. 
Their  places  were  soon  taken  by  the  cattle  rnjaer,  and 
then  by  the  farmer;  and  settled  communities  grenr  np. 
The  trading  post,  therefore,  located  at  some  convenient 
placQ  dXoug  an  Indian  trail  or  a  river  course,  became  the 
nucleus  of  a  now  area  of  settlement* 

1  Rrt  nooaBTXLT,  Winnbg  of  the  W»t,  i-  Wl,  314,  "^  SSB ;  Speed, 
TTjo  WildenjeBi  Road:  also  (lit  speech  bv  SenoLor  Buildd,  qugbed  bf 
iQuiaa  in  "The  Indian  Tnde, "  73,  7S. 
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This  process  has  been  repeated  at  each  ntep  in  tba 
settlement  of  the  WesL  After  the  RproIutioD^  tbe  set- 
tlera  in  the  Misniesippi  Yalley'  followed  the 
ofttoidr  paths  marked  by  the  early  Fmiich  traders. 
New  Orloaaa  and  Uobilc  wero  the  centers  of 
the  Indian  trade  in  tho  Bouthcm  part  of  tbe  Vallev, 
while  the  region  of  fhc  Orcflt  Lakes  was  the  seat  of 
perhaps  the  grt-atcKt  fur  trade  of  the  world.  From  OIiid 
to  Wisconsin  six  lines  of  rivera  furuished  water  routes 
from  the  Lakes  to  the  Mississippi-^  At  these  points 
old  trading  posts  rapidly  developed  into  important 
towna.  Beyond  tho  Misaiasippi,  fur  traders  ascended  tho 
Missouri,  penetrated  the  ftocky  Momitaiiis,  and  guided 
the  earliest  exploring  ex^Kjditiona  and  first  bninigi-ant 
trains  through  tbe  mountain  passes  to  the  Pacific  coast- 
Of  this  trans-MiRsiasippi  trade  St,  Louis  was  long  th& 
center,  since  the  Missouri  River  gave  it  ace9BB  to  the 
entire  Northwest.  Along  this  route  tho  FaciJio  Fur 
Companj  sought  to  establish  a  line  of  trading  posts  con- 
necting its  station  at  Astoria,  Oregon,  witb  the  IMis- 
sisaippi  Valley.^ 

§  19.   Cattle  grflzin^f  has  often  Iveen  a  special  Industry 

in  the  United  States,  and  has  an  economic  sigiiilicance 

^H^nie        distinct  from  that  of  agriculture,     European 

"**'°*'      cattk  wore  imported  into  both  Spanish  and 

FlngliHh  colonies  a.t  an  carl)'  date.     In  Virginii  and  the 

Carolinas  cattle  raising  soon  became  distinctly  a  frontier 

'  See  TvRVEH,  Ch«nct«T  uf  tbe  ludiaii  Tnwle,  21;   IIifl6i>ALts,  OW 
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m<3«stty-  Cattle  were  tumpil  Ihohl'  ia  the  forestsj  wher* 
tU©/  multiplied  rapidly.  Advancing  settlemonla  puslicd 
the  largo  herilfl  of  cattlo  westward,  where  vacant  lands 
abounded,  la  1770  Wj-one  deacribed  the  large  herds, 
often  namberiDg  one  thousand  cattle,  that  were  conuDou 
in  the  Carulinas.  A  few  year*  Ial:er  Smj'th  gave  an 
account  of  cattle  raising  on  Uie  Carolina  frontier^  where 
vast  numbers  of  horses,  cattle,  sbecp,  and  hogs  were 
ttimad  loose  in  the  foreste  and  savannas.  Each  owner 
branded  his  cattle  with  a  brand  u^htob  was  recorded  hj 
the  clerk  of  the  county  court.  West  of  the  AlleghanieB  tlie 
cattle  raisers  occupied  new  lands  some  time  in  advance  of 
the  coming  of  a  settled  agriciiltaral  poriiihitian.  AcrOHa 
the  Mississippi  the  same  process  has  been  repeated ;  and, 
at  the  present  day,  cattle  raising  is  carried  on  as  a  separate 
indnstry  on  tlio  ranpes  of  moat  of  the  Western  States. 
Jt  has  gradually  declined  as  tlie  yT<^^'h  of  a  farming 
population  has  diminished  tlio  land  available  for  gracing. 
In  1880  about  3,750,000  cattle  and  7,000,000  shrap 
remained  on  the  western  rangcs- 

n.    A^cnltorq. 

§  ^0,  Agricultore  has  always  been  the  largest  single 
industry  of  the  United  States.  The  Hrst  l^islc  of  the 
American  settler  has  been  to  clear  away  the  PraiLciimor 
forests  and  bring  tho  land  under  cultivation.  ti»e««*ia, 
Tho  earliest  Koglfsh  colonists  endeavored  to  raise  such 
crops  as  would  fiirniBli  an  adequate  food  supply-  For 
tliis  pur|rose  maize,  or  InOifin  corn^  proved  best  adapted. 
The  colonists  learned   from  tbe  Indiana  bow  to  ^Vu\l 
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tbia  har<ly  cereal,  and  securDd  litrge  crops  of  corn,  which 
became  tLelr  most  Important  article  of  food.  At  overy 
Btage  of  westward  migration  the  aarae  process  has  been 
repeated.  Before  the  forosts  Imve  been  wholly  cleared, 
com  has  been  sown  in  partial  clearin|!;a,  pumpkins  and 
bcana  have  been  planted  intbc  same  patche&  of  land,  and 
an  abundant  food  supply  hua  been  aer.ured.  When  the 
fertile  and  opt^n  prairies  (if  the  MisBiHsippi  Valley  were 
reached,  the  prodnetiou  of  corn  greatly  increased;  and 
the  United  Stat«a  became  able  to  supply  large  amounts 
for  export.  In  18S5  the  value  of  the  corn  and  com  moal 
exported  from  this  country  was  ^f  16^2^*9,000.  In  Llmtyear 
the  corn  crop  amoiintcd  to  2,151»O0O,OOO  bushels,  and  its 
Talne  was  about  1567,000,000.  The  cultivation  of  wheat 
baa  lieeii  est^nded  continuously  since  the  early  days  of 
colonisation,  although  Indian  com  pnived  a  more  reli- 
able crop  at  first.  Wheat  and  flour  were  exported  from 
tlie  middle  colonics  at  nil  early  date,  nnd  at  the  close  of 
the  eighteenth  century  New  Jersey,  Pennsylvania,  and 
New  Toi'k  were  the  granary  of  the  United  States.  Early 
in  the  present  century  the  fertile  prairies  of  tho  Ohio 
Valley  U?gnn  to  yield  large  amounts  of  wheat.  Between 
1830  and  1850  esports  of  wheat  and  flour  increased 
from  23,385,000  to  71,000,000  bushols.  The  culture 
of  wbeat  has  moved  steadily  westward.  Miuncsota, 
Nebraska,  Kansas,  and  the  Pakotas  now  form  the  gran- 
aiy  of  the  United  SLatea,  Exports  of  wheat  nmcunted  to 
144,000,000  husliels  in  1^95.  For  the  year  last  men- 
ioneil  tlie  wlieat  cro]»  of  tliis  conntry  wiis  estimated  at 
',000,000  buBheLg,  valued  at  8237,000,000.    For  a  long 
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time  Urge  crops  of  oats,  barley,  rje,  and  buckwheat  liare 
bci^u  raisfO  In  tlie  United  Stnli^fl,  and  the  oat  crop 
alune  npproachea  in  value  the  corn  and  vhent  crops.  In 
1895  this  country  produced  824,000,000  baglicls  of  o&ls, 
valued  at  tl63,000,000, 

§  21.  In  the  northtTo  portiima  of  the  United  Stotra, 
Hpecial  attention  has  been  given  to  the  graaa  and  bay 
croji,  since  it  has  been  necessary  during  the  ^ 

rnliKluB 

long  winters  to   feed  live  atock  upon  liay  ari>na 
atored  up  in  the  summer  months.     In  New  " 

Englanil  and  some  of  the  middle  colonics  great  difficulty 
wae  experienced  at  firBt  in  prodding  auflicJcnt  food  for 
lire  stock  during  the  winter,  and  tlic  animals  often  died 
of  starvation.  Near  the  coast  a  scanty  supply  of  salt 
hay  was  aecui'ed  from  the  salt  [uar^hr-t;,  but  in  the 
thickly  wooded  regions  of  the  interior  even  thU  reflouree 
was  lacking.  Haj&clds  gradaally  appeared  as  the  For- 
CBlfl  were  cleared,  but  the  quality  of  the  grass  was  usu- 
ally poor-  In  IToO  timothy  praaa  was  introduced,  and 
half  a  century  later  clover  began  to  be  generallj  culti- 
vated. Since  then  the  quantity  and  quality  of  the  grass 
crop  has  steadily  improved.  In  the  prairies  of  the  Mis- 
eiasippl  Valley  no  anch  difficaltlea  were  encountered  by 
the  settlera,  since  a  luxuriant  growth  of  ^rass  was  found 
m  those  regions.  At  the  present  day  grass  and  liay 
form  the  largest  crop  raised  in  the  country,  la  1895, 
after  our  pasture  lands  had  furnished  [lasturagc  during 
the  mouths  when  grazing  was  possible,  the  hay  crop  was 
valued  at  »3<) 3, 000, 000, 
§  2^.   In  the  Erftt  century  of  settlement  m^xij  of  the 
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frmtB  and  vegctaljlca  known  in  Europe  vcro  intrctducod 
vcfvuMM  ''^f"^  ^^  colonies.  Littlo  attention  was  \m*\ 
«Mfndu>  t^  tiie  dcvclopirient  dF  line  viiriiiticg  of  fruit 
until  the  pi-esont  ceiiliiry,  during  whidi  tlio  fruit  ero[>s 
liavo  iticieuaed  conattintly  in  importance.  The  cultiva- 
tion of  nearly  all  vcj^ctablcs  haa  been  very  widely  ex- 
tended, but  Hie  vliitc  and  tlie  sweet  potato  have  foj-ined 
tlie  most  iin[}ortuTit  ciDpa,  furnialjjiig  a  eonsi(l'?rnljlG  [nrt 
of  the  food  supply  of  tlie  country.  In  18%  the  potato 
crop  WEB  valued  at  *78,000,000- 

§  28.   The  cultivation  of   flax   and    hemp  was  com- 
luCDC&d  in  America  early  in  the  seventeenth  cviitury, 
and  mniiv  of  the  colonies  attempted  to  Btini* 
nf  Ttceivmft     umte  it  by  incani4  of  bou[iticB,     The  entiro 
"'""'  hemp  emp  haa  never  been  large,  however, 

and  it  has  dirainiahod  for  the  Inst  thirty  y oars,  Ken- 
tucky and  a  few  alatcs  of  the  MiHsisflippi  Valley  produce 
about  all  the  hemp  raised  in  the  country  at  the  present 
time.  PIb-^  hail  always  lieen  rained  in  larger  fiuantitiun, 
and  haa  l^een  much  used  \x\  the  manufacture  of  hoine- 
Bpnn  cloth.  For  nearly  forty  years  the  flai  crop  haa 
Bteadily  decrooaed  in  all  sections  oscopt  the  atatca  of 
the  Miasissippi  Valley.  The  production  of  cotton  was 
atiniulated  between  17T0  and  1790  by  tbe  hiTenlion  of 
improved  niac!iinery  for  spinning  and  weaving  that  fiber. 
From  New  Jersey  to  Georgia  evj>eriDienta  were  made  in 
cotton  coltin*oj  and  in  tho  coast  regions  uf  tUo  South 
Atlantic  States  a  very  lino  variety,  known  as  '*  sea  ialaml 
cotton/'  wn£  developed.  On  the  uplands  in  the  interior 
there  waa  raised  an  Inferior  grade,  whose  use  was  limited 
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ij/  the  fact  that  its  aliort  fibers  could  be  sepamtcil  from 
the  s[*fi)5  only  l^y  £i»  ox|ienstve  and  In-bi^rioiiB  procB99> 
Id  1792  Eli  Wliitney  invented  a  cotton  gin  which  per- 
formed this  work  vory  easily.  This  made  the  upland 
cotton  available  for  exportation  to  tho  Englisli  market^ 
ffiicre  the  demand  was  ra]jidl7  increasing,  Between 
1792  and  1800  the  cotton  esptDrts  from  the  United  States 
increased  from  $30,000  \n  i&3,000,000,  and  by  1810  tho 
crop  was  vahied  sit  $15,000,000.  Cotton  culture  was 
e^tt^nded  rapidly  in  tho  Gulf  Statea,  ho  tJiat  in  1859  tho 
crop  was  valued  at  more  than  $200,000,000,  Host  of 
this  cotton  had  been  exported  to  England,  and  it  was  to 
the  planters  of  the  cott'On  statea  what  tobacco  had  bocn 
t.o  the  colony  of  Virginia.  Othor  industriM  hfid  been 
neglected  for  the  one  businBss  of  cotton  raiaing.  The 
extension  of  cotton  culture  made  slave  labor  very  profit- 
able to  the  planters,  and  fastoned  tho  institution  of  sla- 
very more  firmly  onto  the  economic  life  of  the  South> 
The  substitution  of  free  labor  for  filavc,  since  the  Civil 
Wur,  placed  no  ijormanent  check  upon  the  cultivation  of 
cotUai.  In  1888  tho  crop  amounted  to  3,438,000,000 
pounds,  valued  at  $292,000,000.  Texas,  Miasissippi, 
Alabama,  and  Georf^ia  led  in  the  production  of  this 
great  staple  product. 

g  24.   About  1760  tho  au^ar  cane  was  introduced  into 
some  of  tiie  Gulf  Statei^.     While  other  states  have  ex- 
nerimented  with  this  IndMstrVj  it  has  shown 
constant  growth    in  Louisiana  only,  whtrti  mew,  ria. 
most  of  the  crop  is  now  raised.     In  recent 
years  sorghum  Has  baon   cultivated   in  a  number  of 
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6tatefl»  while  the  augar  beet  has  been  introduced  ia 
Nebraska  and  California.  Dab  the  entire  product  bas 
furnished  onlj  u  Hmall  part  of  the  sugar  consnmed  in  tlio 
United  States-  Rice  has  been  produced  in  largo  qnanti- 
ties  in  the  coast  districtB  of  the  Carolinas,  Geoi^a,  and 
Florida.  Tobacco  has  always  been  an  important  crop 
in  certain  eections  of  the  country-  In  Virginia  and 
Marj^land  it  eaity  became  the  principal  product.  A 
ftU|>erior  quality  of  tobacco  could  be  raised  on  the  rich 
euiU  of  thoae  colonies,  while  tlic  London  market  fur- 
nished a  constant  demand.  With  this  crop  the  planters 
of  IhoBO  coloaies  paid  easily  for  largo  quantities  of  man- 
ufactured supplies  imported  from  England.  For  two 
oenturioa  the  entire  economic  life  of  Virginia  centered 
around  the  production  of  tobacco  for  the  foreign  market. 
The  Middle  Atlantic  States  finallj  commenced  the  cul- 
tivation of  tohiicco,  and  it  has  etlended  into  New  Eng- 
land  and  the  Mississippi  Valley.  The  crop  has  always 
teiidod  to  eslifiust  t.ho  fertility  of  the  soil,  and  its  con- 
tiDUcd  ouUiration  has  usually  made  it  necessary  to  resort 
constantly  to  new  Imda.  In  1891  the  tobacco  crop  of 
the  United  Stntts  waa  valued  at  nbont  *28,000,(}00. 
r     ?  Stall*  of  Kentucky  producoU  more  than  one  third 

t  the  ontiro  crop. 
{  25.  Stock    raising    hns    alwBjs     been  a   part    of 

m^rfean  agrlcultm-o,  and  Uto  atoek  products  form  a 
w  latv  ^^*^^  inifrikfUiit  part  of  the  agricultural  prod- 
«*■*<■  uce  of  the  country.  Billious  of  gallcua  of 
ftnJ  moiM  than  a  billion  pounds  of  butter  and 
aro  fiirniHhed  by  iho  dairiirs  caoh  year.    HamS| 
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bacon  and  l&rd,  live  cattle,  and  dressed  beef  are  ex- 
ported in  great  quantities  after  the  domeetic  demfind 
hafi  been  satisGed  Wool  is  raised  in  large  sLmounts,  nl- 
thcugh  a  conaiderablo  part  of  our  eatiro  snpjjly  baa  been 
imported.  Poultry  and  eggs  arc  other  important  products, 
whose  value  is  not  far  from  $200,000,000  annually. 

§  26.  Agriculture  in  the  United  States  has  been 
cnrried  on  chiefly  by  proprietors,  not  by  agricultural 
tftoants.  The  result  of  fiopnlar  systems  of  ^^^ 
land  tenure  has  been  that  we  *'hare  rail-  "muo. 
liouB  of  farms  just  largo  enough  to  profitably  employ  the 
labor  of  the  proprietor  and  his  growing  sons ;  while  wo 
hare  also  multitudea  of  coDsiderable  estates  upon  which 
labor  and  moneyed  capital^  live  stock,  and  improTed 
roachinory  are  employed  imderskilled  direction;  and  w© 
have^  lastly,  thoaevagt  farms,  the  wonders  of  the  world, 
in  illinois  and  California,  where  1,000  or  5,000  acres  are 
sown  OS  one  field  of  wheat  or  com  ;  or,  as  on  the  Dal- 
ryroplo  fflrma  in  Dakota,  where  a  brigade  of  sii-horse 
reapers  go»  twenty  abreast,  to  cut  the  grain  that  waves 
before  the  eye  almost  to  the  horiaon."  The  following 
statistics  from  the  Census  of  1830  show  the  character  of 
our  agricultural  tenures :  — 


Tar. 

Nnaibar  «f 
fay  Ovner. 

FiiriDBrrDml 

Pit  ilLrt  of 

1800 

2,(i84.aoe 

8,260,728 

322^7 

S40.2&4 
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g  27.  Tilt?  moat  Btnkfng  fentiirc  of  Anierican  agricul- 
ture has  been  tliat  an  al}undQnco  cf  fertile  land  baa 
ixinniA  enconmired  oxtcnaiFO  methods  of  farming. 
nJiiTmn.  t>om  tho  fertile  eoil  of  new  fiddB,  large  crops 
have  hceii  rniflod  with  little  or  no  attempt  to  renew  or  to 
Bjuich  tlio  land.  WIjcu  in  this  manner  the  fertility  pf 
ono  held  hns  hc*en  exhanatedT  another  han  hccn  brought 
intoouUivation.  In  older  cQuntries,  whore  land  is  scarce, 
a  moroearefoljniensivo  form  of  cultivation  is  necossary  ; 
and  tlic  farmer  in  obliged  to  return  to  tlio  Boil,  by  uicaua 
of  fertiliKerB,  tbc  vfiricUB  mineral  ingrcdicuta  tliat  ara 
taken  frjm  it  by  each  year's  GrojiB*  Europeau  writera 
hav^^  crtlkd  Ihc  Auiencan  practice  "  wasteful,  wanton 
eailh-hati'hrry,"  nnd  have  criticised  Americans  for  per- 
siflttng^^in  taking  np  fresh  land  instead  of  the  more 
oostly  process  of  mannring  a  worn-out  eoil."  Bat  it 
should  he  rrmnnlM^rcd  that  ^ve  liar<-  been  rich  in  fertile 
lands,  tind  tmiil  recent  times  poor  in  mo6t  olhcr  kinds 
of  wrnllh.  Otir  pxteiiBire  agricnltiire  haa  converted  a 
[itirlloii  of  the  nattinl  fertilily  of  our  soils  into  other 
■  kimU  of  vouhli  that  wvva  U^ss  abundnnt^  In  the  older 
I  otiona  of  tho  oonntry  intensive  cdiivation  has  lon^ 

I  Q  prnclict^tl-     Afkr  the  ijrcat  staple  crops  of  com  and 

^^K         k%  have  Wfn  niscd  for  suoo^'Mivtf  years  with   the 
^^V  -ftt  C3;)>ejiditur«  nf  cnpitul  and  Ubor,  lite  soil  becomes 

^H  i^Iblj  im[>0TenHhf^ ;  and  Xht  pnxlnction  of  grain 

^H  at<««di1r  wt^stumrd  lovard  nnocenpi^  territory. 

^H  m  the  oM  T  TluhIs  of  thv  Emi  begiiie  %  more  cat^ 

^H^^  w^wx'   p[dEL^;lUOtl  of  tnuUor  «TOf»«  Tcg^tablcs, 

^^^H  (TtM  for  titu  support  of  lh«  <Ulry.    On  tho 
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fetter  portion  of  theae  lands  cereal  crops  are  still  raisGd 
by  higbtr  cultivation,  while  the  poorer  eoils  are  often 
alloved  to  rcyei-t  to  forest  Jn  tlio  vicinity  of  ti>wua  and 
cities  market-gardening  allows  a  still  moro  iutcimive 
ap[rlieat<toQ  of  lubor  and  capital.  On  the  newer  laiicia  of 
tlie  IVest  extensive  farming,  for  some  time  lo  conie^  may 
suffice  for  the  producliou  of  largo  staple  crops;  hut  in 
moet  parte  of  the  Uuited  States  the  agriculturist  mustj 
in  tlie  future,  resort  to  scientific  soil  cultivation.  In 
thia  direction  much  has  been  done  already.  During  tho 
present  century  experiments  and  innovations  have  rap- 
idly incrcafled^  while  agrieultural  societies  and  publica- 
tions have  diffiised  knowledge  of  imprtived  methods. 
In  the  iDventioD  and  j^ractical  uso  of  agricultural  macLin 
cry  the  United  States  has  led  the  world. 


rialicria. 


m.  Elflherlefi  and  Uiiuiig. 

§  28.  Tim  rivers  cf  mcst  of  tho  colonies  abounded  in 
fish,  but  New  England  possessed  sea  flshenea  that  formed 
the  basia  for  a  profitable  commerce  with  tho 
West  Indies  and  with  Karope.  Thousands 
of  hardy  fishermen  puslied  their  voyages  ae  far  as  tho 
Daubs  of  Kcwfonndlaud,  where  there  were  the  greatest 
sea  fisheries  of  the  world-  The  cod  fishery  has  been  the 
most  important  of  these,  although  the  whale  fisliery 
enrolled  vessels  of  a  greater  tonnnge  from  1840  to  1858. 
During  the  last  thirty  years  tho  character  of  tlio  fishery 
interests  of  the  United  States  has  changed.  Tho  sliorc 
and  inland  fishcncs  have  been  dereloped  into  greater 
Gomiuercial  Luportimce  than  thuKu  uE  tho  deep  sea.     In 
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1S71  the  Unit£d  8t£bkB  Fieh  Commissiou  was  c&t&b- 
liahed.  This  body  has  bc^n  successful  iu  propagatiag 
artiricially  more  than  forty  kitide  of  tish.  In  1890  the 
vttlue  of  the  fishery  prodjcte  of  Ihe  country  waa  over 

$42,000,000. 
§  29,   Iron  was  the  first  metal  to  be  produced  eucceaa- 

fiiUy  in  tho  English  colonies.     ISj  1650  Massachusetts 
Muum  had  cstaUishcd  the  industry  of  smelting  iron 

uuiimii«.      ff.Qjj^  tijg   ..^g    ores"  that  were  found  in 

marahGB  and  at  the  bottom  of  ponds.  The  iron  industry 
gradually  spreitd  through  the  other  calatiies,  and  t^ecame 
especially  important  in  the  middle  colonics.  Pig  and 
bar  iron  vere  exported  to  England  from  1718  to  tho 
time  of  the  Revolution.  Copper  and  lead  were  mined 
ill  amall  quautitiea  iu  some  of  the  colonies,  but  other 
attempts  at  mining  met  with  little  sncceas.  In  the 
upper  MtsaiasippL  region^  lead  was  mined  by  tlie  French 
and  Spanish ;  but  tlie  vast  et^ree  of  mineral  wealth 
around  Lake  Superior  remained  untouched  by  European 
coloniatB. 

Early  in  this  century  gold  wns  discovered  in  the  Cnri>- 

Jinas  and  Georgia,  where  about  $24,000,000  \tort1i  of  the 

VoTdopoiuti   y^l^^^  metal  was  mined  up  to  1847,     Meun- 

0f  DiniBif      while  the  lead  mines  of  the  upper  Miasissippi 

were    developed   quite  rapidly.      In    1620 

anthracite   coal  fairly  began  to   be  iniiicd  in   Pcnnsyl- 

Tania,  und  the  coal  fields  of  that  state  began  to  be  opened 

up.    This  caused  a  rapid  expansion  of  the  iron  induBtry. 

About  1840  coal  was  first  used  in    smelting  fig  iron, 

find  the  production  of  iron  greatly  increased.     It  more 


mxixa 


45 


than  donbled   between   182S  and  1842.    Smelting  by 

charcoal  etlll  continued,  however,  in  those  etatca  whoro 
wood  was  abundant.  After  1830  gcolugicihl  Burveya 
were  established  in  many  statee,  and  the  mineral 
rGBourcca  of  the  country  wora  exploied  more  Bjateoiatio- 
ally.  Between  1845  and  1850  cojiper  mining  was 
commenced  in  the  Lake  Superior  district.  The  copper 
product  of  the  country  increaeod  from  almost  nothing 
to  moi"o  than  8,000  tons  in  1800^  Meanwhile  gold  had 
been  discovered  in  CaliFoniia,  and  the  gold  product  of 
the  United  States  incrcaaed  from  $S8B,000  in  1847  to 
Jfi.'i^OOO^OOO  in  1853.  Tliia  Inet  figure  was  nearly  fiva 
limeB  tiie  annual  product  of  the  world  from  1800  to 
1845.  Fifteen  jeare  later,  eslver  was  dlecoverL^  in 
Nevada*  By  1860  the  mineral  rcBoureoa  of  the  United 
StatcB  woro  fairly  beginniug  to  be  dcvclopod- 

Sinco  1800  the  growth  of  the  mining  ijidnstriea  of  tha 
country  Las  been  constant.     Tlie   output  of  coal   has 
increased  until  it  fomia  the  most  valuable 
mineral  product  of    the  United  States,     In     indutria 
1894  the  statlstica  of  tho  production  of  coal     *^'"  ^'** 
were  as  follows:  — 


TaiiBlj, 

Tool 

VbIuii  mt  UlDifl. 

BiluminDus      .... 

W.3fi8.IH 

Pennflvlvania  produced  practically  all  of  the  anthracTtfl 
e«at,  and  more  of  the  bituminoua  Uian  any  other  state- 
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Iron  mining  has  advnnced  ft*  stendily  aa  coal  mining. 
The  output  of  iron  ore  increased  from  about  seven  mil- 
lion tona  in  1880  to  aiKteon  million  Ions  in  1890,  In 
1896  the  output  wna  lofi^l^^H  tons.  Michigan  pro- 
ditces  more  tlian  one  third  of  the  total  product,  vhile 
Alabama  now  produces  more  than  Pennaylvania.  Cop 
jipr  mining  has  ilevt:1o|tcd  wondnrfally.  The  Lake 
Superior  minea  linve  now  hvfii  e(iualed,  t(^m|>orarily 
nt  Icaetj  by  those  of  Montana.  Lead  and  zinc  have 
been  mined  stoadily,  MiBsomi  retaining  its  importance 
in  thii^  indiiatry.  In  the  production  of  gold  and  silFcr 
tbo  United  States  has  held  a  pcaition  of  great  impor- 
tance, althrjugh  within  recent  years  the  mines  of  Aus- 
tralia and  South  Africa  have  yielded  larger  omounta 
of  gold.  In  the  production  of  sih"er  this  country  baa 
ied  all  others.  While  it  ia  impossible  to  mention  all 
the  minora!  products  of  the  country,  the  growth  of  llio 
petroleum  induatry  should  he  noted.  Jn  1880  the  prod- 
uct of  crude  petroleum  wns  valued  at  nearly  twenty- 
seven  million  dollars.  In  1894  tlio  total  vnlue  of  the 
crude  mineml  products  of  the  United  Stati's  was  eati* 
mated  to  be  more  than  five  Lundred  milEion  dollars. 
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lUKUPiCTUBES  AND   TUANSPORTATIOff. 


PtwehoU 


§  30.  Tlie  poverty  of  the  American  colonieta  an3 
thoir  remoteneaa  from  the  Engliali  market  compelled 
them  to  undertake  the  work  of  coiiTertiiig 
raw  materials  ritto  fimshed  produt^ta-  Maiij 
kinds  of  manufactures  had  tbeir  begiuDing  within  the 
bousebolJ.  Soap  making,  caudle  making,  dressing  and 
manufacturjng  leather,  the  work  of  the  carpenter  aud 
the  smith,  apinning  yorn^  wearing  homespun  clotb,  mak- 
ing clothea  and  bals,  and  mauj  other  induatriea  were 
carried  on  within  the  family-  The  larger  farms  and 
plantatiouB,  equipped  with  tool  hoiisea,  forgcB,  grist 
milla,  and  aaw  millfi,  were  almoat  self-BUfitaming  eco- 
nomie  unite.  This  lolled  until  the  close  of  the  eight- 
CO  nth  century, 

g  81.  Yet,  even  in  the  early  daj6,  Tnrioas  manufac- 
tnros  were  carried  on  for  commercial  purposes*  not  fur 
p^^g^jj^^^^i^  consiiraptiou  witlitn  the  honaehold.  Salt 
tieaarKL  and  iron  works  were  establibhed  for  the 
purpose  of  supplying  the  doraeatic  market.  Brick  mak- 
ing, cordage  making,  tanning,  and  other  industncB 
bocoDie  important  conuneixially*    ^aw  mills  and  griat 
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mins  were  ma  foi  ptibllo  lu  veil  as  domestic  supply. 
Thus  began  a  divisioQ  of  occupntions,  which  was 
carried  further  when  iiiorciwmg  numhors  of  ortisaua 
devoted  tliemsehea  to  tha  trades  of  the  blackamibh, 
carpenter,  wheelwright,  shoemftker,  cooi.ier,  sawyer, 
ahipwright,  t>ricklayGr,  etc.  Such  workmen  performed 
much  work  that  had  t>eea  done  formerly  upon  the 
farm. 

An  abttnda&t  Hiipplr  of  timber  made  it  posaible  to 
eatabtish   various   maniifacturca  of  wood.     From  pipc- 
etaves  and  clapboards  to  wagons  and  flhipa»  »rtnHMiiH*B- 
manj  of  the  colonies  Bupplied  the  Oonieabic  uracnrixr 
, demand, and  had  a  surplua  for  export.     The 
manofaeturo   of    iron   was    Eirmly  establiBhed   botwoeii 
1(:E59  and  1750,     In  Bomo  places  rolling  mills  conrertcd 
the  iron  into  sheets  and  bars,  while  sUUiiig  mills  cut  it 
into  rods.     Wrought- iron  nails^  houaehold  utensils,  and 
many  kinds  of   ttwls  were    produced  ;  and  the  manu- 
facture of  arma  and  cannon  waa  begun.    During  the 
Bevolntion  the  iron  industry  stood  the  country  in  good 
stead.     The  textile  induatrica    also  became  important 
The  first  colonists,  with  spinning  wheel  and  hand  loom, 
began  to  spin  flax,  hemp,  cotton,  or   wool   into  yarn, 
and  to  weave  the  yiirn  into  cloth.     Gradually  fulling 
mills  were  bailt,  where  homespun  fabrics  were  roiled 
and  pressed  in  hot  auds  and  fuller's  oarth  in  oi-dcr  to 
thiokon  the  goods  and   incrcaao  their  weight.     In  the 
oighteciith  century  a  number  of  factories  produced  cloth 
for  tho  market     The  coloniEtH  probably  producE^d  three  - 

Fourths  of  the  cloth    eousumed  by   them.      The  £iLer         fl 
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gnidoa  of  cloths  were  &lwaj8  imported  from  Erglaiid* 
but  the  majority  of  the  people  depended  upon  the 
coarser  doincetio  fabrics.  The  mamifacturo  of  cordogo 
and  sail  cloth  was  an  important  auxiliary  of  the  ship- 
building jiidjBtry-  Bi>otfl  and  ftlK>es  were  important  ia 
inter-colonial  trade  oa  early  aa  1700.  L^nn,  Mussa* 
c!»J&etts,  was  a  ceTiter  for  this  branch  of  manufacture. 
Of  other  industriefl,  paper  msiktng,  printing,  and  pub- 
lishing, ond  the  manuTacturo  of  glasB,  pottery^  aud  hata 
were  the  most  important. 

§  32h  This  deTelopment  of  colonial  manufactnrea 
took  place  not  only  in  the  face  of  English  competition, 
Hieinitodo  ^^^  ^"  epite  of  repeated  attempts  to  destroy 
nrEngiMBd.  these  induatriea-  The  commercial  pohcy  of 
England  wils  to  limit  the  colonics  to  the  production  of 
raw  materials  useful  to  English  manufacturers,  and  to 
reserve  the  colonial  marhet  esclusirely  for  the  Bale  of 
English  maniifiictured  products.  As  early  as  lii99 
Parliament  prohibited  wool  or  manufactured  woolea 
goods  from  being  exported  from  any  of  the  colonioa. 
In  17SI  the  exportation  of  hats  was  prohibited,  and  the 
industry  was  placed  under  oppressive  reatrictionfi.  In 
1761  Parliament  forbade  the  erection  of  new  iron  fur- 
naces, forges,  rolling  mills,  or  slitting  mills,  wilh  the 
inirpoae  of  restricting  the  colonies  to  the  production 
of  pig  ond  bar  iron.  Although  theso  rostrictiona  were 
evaded,  they  were  ao  obstacle  to  the  derolopmcnt  of 
colonial  industries. 

§  33,    Manufactures  were  further  developed  in   tLe 
norlliern  colonies  than  in  the  southern,  where  the  energy 
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of  the  people  was  occupied  with  the  cultivation  of  tohacco 
oud  rice.  Even  in  tlie  northern  colonics^  fiahonos,  aliip 
buildin*'  and  commerce  with  tho  Weat  In-  ^,  ^ 
dien  ahsorbcd  ft  large  portion  of  the  available  ciMtoBmm- 
labor  and  capital.  Finally,  in  all  aectiona 
of  the  caun(ryT  scarcity  of  liibor  and  high  wages  hin- 
dpred  manufacturing  enterprises.  The  high  rate  of 
American  wages  has  existed  eince  the  earliest  tiaies,^ 
and  was  a  matter  of  record  as  early  as  1645.  It  7aB 
due  to  the  productivcccBS  of  labor  employed  upon  new 
land.  Laborers  would  not  enter  other  industries  un- 
less employers  could  afford  to  pay  as  high  wagea  as 
could  be  secured  in  agriculture.  An  industry  could  be 
establiehed  only  when  the  superior  efficiency  of  labor,  or 
some  other  advantage,  enabled  the  employer  to  pay  the 
prevQiliug  high  wages. 

§  SI,  Although  the   United  States    imported   from 
England  a  large  part  of  its  manufactured  supplies,  yet 
Alexander   Hamiltan,   in  1T91,  could  giro  «-,^,-„i- 
the  followiitg  acconiit   of  American   man-  Reinnoii 
nfactureat^     **  To  all  the  arguments  which 
are  brought  to  evince  the  impracticability  of  success  in 
manufacturing  establishments  in  tho  United  Statea,  it 
might  have  been  a  anfficlcnt  answer  to  havo  referred  to 
tbc  experience  of  what  has  been  already  done.     It  is 
certain  that  several    important  branches    have  grown 
up  and  flourished  with    a  rapidity  which  surprises,  af. 


1  Soe  pftga  as, 

■  See  "Ropurc   on   MannfiictnreB/*   In  Taumio,  3tiU«  lepers   mmA 
SpfiH'liei  oa.  tlia  Tariff,  4S,  43, 


&2    ECONOMIC  HISTORY  OP   THE    UNITED  STATES, 


I 


fording  an  ODCOumgiDg  sfisurance  of  Biicceaa  in  further 
Sittempte,  Of  tlieso  it  may  nol:  be  improper  to  Qnumer- 
ato  the  most  conaiderable  "  These  were  in  HubBtancc  ae 
follows :  ~ 

1.  Leather,  ehoeSi  hameas,  trunkg,  gloves,  glue,  etc. 

2.  Iron  bars  and  shccbSf  Btocl,  nail  rxls  and  nails^  imple- 
ments of  husbandry,  arti^cers'  tools,  bou^eJiold  utensilfi, 
urtnn^  etc. 

3.  SLips,  cabinet  and  coopers'  waresi  wool  and  cotton 
cards,  machioerj  for  niaDnfflCturee  and  nf:ri culture. 

4 .  filaniifnctoreB  of  flas  and  hemp,  cables,  cordage,  Sfdl- 
cloth,  tTviTiCj  elc, 

6.    Bricke,  coarse  tiles,  and  potlera*  wares. 
6.    Ardeutepirite  and  inalt liquors. 
7'    Writing  acd  printing  paper,  wrapping  paper  and  paste- 
board, pnp*>r  hangfiigs. 
6.   HaU  of  fur  aud  wool, 

5.  Refined  sagaTS. 

10,  OilE]  eoop,  tailow  cnndlea* 

11,  Copper  and  bra88  wnrea. 

12,  Tin  wares- 
18.  Ciirriages  of  oil  kinds. 

14.  Snuff,  chewing  and  f^imokiitg  tobacco. 

15.  Stiirch  arid  liair  |K>wder. 

16.  Lainpblnck  aud  paintcre'  colors, 
17-  Gunpowder- 

*'  Besides  mEmufactorics  of  these  articles,  which  are 
carried  on  as  regnlar  tradea,  and  bnye  attained  to  a  con- 
siderable dogrGO  of  maturity,  there  is  a  vast  scene  of 
household  manufacturing,  wbicb  contributes  more  largelj 
to  the  supply  of  tho  commimity  tlian  could  be  imagined 
without  having  made  it  an  object  of  paitioular  inquiry/ 
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n,  TI19  Indnstri&l  R&TOlntion  and  Ikd  F&ctorr  BysleM. 

§  35.   Willie  the  American  colonicfl  were  straggliQg 

for  independence,  there    began  hi  England  \k  acriOB  of 
economic  chances  wlkich   ultimately   trane- 

TtaeLMoatrU 

formed    eomplctelr   Eii^lieh    industry    and  rci'dIuUod 
coniEuerce,     These  changes  constituted  the         ^^"^ 
!udj3trial   KcvoLutioii.      Between   1700  and  1850   the 
United  t^tatea  vaa  afTccted  l>7  the  same  induences.     For 
tiiia  reaai:iii,  we  muat  itow  consider  briefly  the  course  uf 
the  Indngtrial  Rerolution  in  Eugland- 

Tlie  economic  condition  of  England  in  1760  was  prim- 
itive when  couiparet]  with  the  preaent  ordor  of  filings. 
Manufactures    were  carried    on   mainly  bj 
hand,  and  water  or  horac  power  was  seldom  manuficnra 
utilized,     The  woolen  induatrj-  was  the  prin-      '  ***" 


eifinl  branch  of  mftnufnctnre,  the  iron  traJe  coming  neit 
in  importance,  while  manufactures  of  ailk,  Unen,  aud  cot' 
ion  were  much  Bmaller,  The  textile  indnetnca  "wore 
carried  on  often  in  country  districtfl  in  combination  with 
agriculture.  The  men  of  a  household  attended  to  the 
farm,  while  the  women  and  childi'en  flpun  ^arn  for  sale. 
Wearing  usually  occupied  tlie  men  during  the  winter.. 
In  all  industries  the  toola  and  machinery  were  atm- 
ple,  so  that  a  person  needed  but  little  capital  in  order  to 
become  an  indepL^ndcnt  producer  and  the  employer  of  a 
few  journeymen  and  appreaticoa.  After  1740  the  iron 
trade  began  to  decline,  because  it  was  no  longer  posaible 
trj  aecuro  supplies  of  wood  euSicient  to  furnish  charcod 
for  »inelting  iron  orea. 


: 
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In    ITCO    tlie  entire  foreign   commerce   of  England 

amoQTited   to  about  $120,000^000,  a.  very  small  figure 

wben  compared  with  the  developmeDt  of  the 

tr«flporuiJ«i  nest  fifty  j-enra.      DomCBtic  commerco  ivaa 

restricted  by  the  difficulty  of  iulatid  traiiB- 

poriation.    Eoada  were  very  bad,  while  the  construction 

of  cinals  had  only  commenced.     London  was  the  only 

national  oiarket,  where  ^(roducU  of  all  Bcctloiis  were  ei- 

changed ;  and  the  rest  of  the  domeatio  commerce  was 

carried  on  through  a  few  local  marlvots,  through  auiiuoL 

fairs,  or  through  traveling  mcrcbantB. 

Labor  and  capital  were  hampered  by  many  rcstrictlona, 

In  moat  towna  induBtries  were  Tinder  the  control  of  ex* 

LecHi  poriUbB  elusive  guilds,  which  supervised  prices^qiml- 

^M^TtD^     ity  of  goods,  and  many  dytails  of  business, 

u*c.  ]n  such  towns  no  one  could  engage  in  any 

trade  without  becoming  a  member  of  the  gidld,  and  B^rv' 

in^anafjprcnticcahip  of  seven  years.    Laborers  could  not 

move  from  one  parish  to  another,  unless  they  could  give 

guarantees  that  the}-  would  nob  become  dependent  ujwn 

the  pour  rates  oF  the  parish  in  which  they  settled.     They 

were  forbidden  to  form   asHociatious  for  any  purpose, 

while  jiifiticoB  of  the  peace  were  empowered  to  regulate 

«^^.     Joint-stock  corporations  hardly  existed  in  any 

industries  except  banking,  insurance^  and  foreign  trade, 

\dam  Smith,   in  177C,  could  Jippcal  to    expenenca  to 

"ove  that  such  companies,  whose  hired  nmnagera  con- 

oUod  other  people's  money,  would  generally  be  ra&n- 

■ed  wastefully  and  negligently;  so  that  they  could  not 

apoto  with  the  common  buBincas  partnereblp. 
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Eetweea  1760  mid  1840  English  induetrioa  wore  revo- 
lutionized. The  cause  of  lliia  waa  a  remarkable  aeries  of 
iDventiona   "wliicli  affected    tbe   cotton   and    _ 

Cltus«lm 

woolen  indiietries  firflt,  Tlie  production  of  uietEniie 
cotton  and  woolen  goods  bad  long  been  hin- 
dered by  tbe  difficulty  of  supplying  weavers  with  enough 
yarn.  The  rude  baud  loom  could  weave  cloth  faatct 
tban  tUc  spinners  could  produce  yarn,  ^  ainglc  thread  nt 
a  time,  upon  tbe  spinning  wheel.  Between  1764  and 
1780  three  inventora,  Hargreaves,  Arkwnglit,  and 
Crompton,  perfected  nppliraiiceB  which  linally  enabled  a 
spinner  to  spin  many  thousand  threads  of  yarn  &t  once. 
These  inventions  enabled  epinners  to  produce  more  yarn 
than  the  clumay  hand  looma  could  wcavo  into  clolhi 
Bat,  in  1735,  Oartwriglit  invented  a  power  loom  which, 
after  undergoing  improvotnentB  for  many  yeara,  placed 
appliances  for  weaving  on  an  eqiialliy  with  the  machinery 
for  spinning.  Meanwhile,  Jaraes  Watt  had  invented  the 
st^am  engine  in  lTOd»  Sixteen  years  later  it  began 
Blowly  to  fliaplftco  water  power  in  running  tbe  new  epiu- 
ning  machinery.  These  inventions  lirst  revolutionised 
tho  manufacture  of  cotton,  bub  during  the  firfit  quarter  of 
the  prcfleut  century  all  textile  induBtriea  were  affected 
by  them. 

The  steam  engine  was  Hrst  uaed  in  coal  minea^  in  alnk- 
ing  sbaftfl,  in  pumping  water  out  oi  tbe  mines,  and  ia 
hoisting   coal  from    tbe    pit.     In   tbia  way     q^^j- 
BuBcient  Bupplles  of  coal  could  be  obtained     UKifua 
to  run  the  Bmelting  frjrnacOB,  and  the  ii'on 
Induistry  waa  atimulalud  into  new  life-     By  tbe  use  of  ths 
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itcam  engine  tlic  blast  fumaeo  waB  greatly  improved,  bo 
tliat  tlie  production  of  iron  increaaod  rapidlj. 

From  1765  to  1800  manj  canals  were  constructeil 
between  important  places,  with  the  result  of  cheapening 
CbaDcain  transportation.  Early  in  the  present  cen- 
triupDmOoB.  t^ij.y  i\^Q  liighwaj-B  of  England  wore  i^reatly  " 
improvcdn  Buring  the  second  quarter  of  tho  century 
railroad  conatmctign  was  comiucnced,  and  tho  steam 
engine  revolutionized  land  tranaportation.  By  1850  it 
had  been  applii^d  su  cocoas  fully  to  ocean  fraDapi^rtation. 

One  result  of  the  liiilLstrial  Revolution  was  the  growth 

of  tlie  factory  system.    The  new  machinery  was  far  more 

espenaive  than  the  old  hand  loom  or  spia- 

ihofictory      uing  wheel.     Consequently  tho  ownership  of 

capital  tended  to  pa^s  out  of  Uie  hands  of 

e   laborers,  who   became    dependent   upon  cnpitalist 

employers  for  the  supplies  of  tools  and  materials  wiUi 

which  tliey  worked      Then  it  npjieared  tlmt,  in  order  to 

afiply  wat?r  or  sloata  power  adTantageoiisly  in  operating 

the  now  machinery,  it  was  necessary  to  concentrate  a 

number  of  machines  in  the  same  building.     Moreover,  as 

the  product  of  an  eatabUshmeut  increased,  tbe  processes 

manufacture  could  be  diritled  more  profitably  amou^ 

fcreut  daseea  of   laborers-     This  fact   necessitated 

nv.  \hurt*n\^h  HnpcHiil^-nJeiiee  and  organ i /.at lou,     Puch 

iUSCH  lod  to  the  gradual  concentration  of  industry  in 

rge  factories,  and  to  tho  disappearance  of  tho  amaU 

iliahmenU  of  tho  domestic  producers. 

poriod  of  atjch  rapid  groWh  and  change,  the  old 
be  on  tho  eataLliahmeut  of  mdnstriea  and  tho 
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re^IaUon  of  prices  and  wages  could  not  be  maintaiued, 
Mure  and  moie  (Jiese  laws  and  customs  fell  aumcea 
into  disuse,  and  capitaltr^fa  and  lalorera  vera  i^bn  u4 
left  free  to  establish  new  enterprises,  and  to  "p'**^' 
arrange  their  respective  interests  by  a  ooiatract  wliich 
was  nomindl?  free.      Competition    became  Ihe    ruling 
economic  force,  and  regulation  by  law  was  given  up  for 
the  time.     One  of  the  most  importaiit  results  of  the  Tn- 
dush'ial   Revolutmi  was  the   destriictiua   of   raedlfflval 
restrictions  upon  competition,  and  the  abandontnent  of 
prices  and  wages  to  determination  by  the  contracts  of  tLo 
competing  parties, 

§36.  ill  1789  agriculture  and  commerce  wore  tlio 
principal  industries  of  the  United  States,  although  do- 
mestic manufactures  bad  lieen  establJshf^d.  Theindaatriai 
Tliere  appeared  liet-e  and  there  a  desire  to  ?"'°^'l?", 
promote  t}ie  rapid  growtli  of  manufactnros*  sata. 
in  order  tbat  the  country  need  not  depend  upon  England 
for  manufactured  goods.  Larf^ly  from  a  desire  for  what 
was  termed  '*  induetrial  independence,"  attempts  were 
made  to  fo&ter  mauHfacturea-  Tn  this  effort  a  great 
obfitauld  was  enooiintered.  I^ugl^ind  posgeHsed  th<:  in- 
veations  that  were  revolutioni:(iiig  Industry,  while  with- 
out such  appliancea  it  would  have  bo&n  hopeksH  for 
Americana  to  attempt  to  compote  with  the  manufac- 
turers of  the  mother  country.  But  England  intended 
to  retain  the  United  States  as  a  market  for  her  manu- 
factured products,  and  did  not  Intend  to  allow  the  new 
inventions  to  l)e  used  outside  of  her  own  borders.  Strin- 
gent laws  prohibited  the  e^poi'tation  of  machines,  plans^ 
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or  models  of  macbioery  ;  aod  the  emigration  of  skilled 
workmt^n  was  forbidden.     After  unsuccessful  alt<smpta 
to  secure  a  krowlcdge  of  English  machinery  and  meth- 
ods, a   cotton    mUl   was   finally   equipped   in    1700,  at 
Pawtucket,  R-  I-     A  few  years  later  the  cotton  gta  was 
inrented-    Yet  the  cotton  industry  gi-ev  very  slowly  until 
after  1807,  when  foreign  commerce  was  forbidden  by  llie 
embai^o,  and  domestit;  manufactures  rapidly  developed. 
Slater's  cotton  mill  at  Pawlucket  marked  the  estab- 
lishment of  the   factory  ejatem  in  the  United  States. 
VuctatftiM  Yet  weaving  was  still  performed  by  hand, 
teiivTQ^    and  weaving  end  spiuniug  were  not  united 
in  a  single  factoi-y.     In  1814  Mr.  Francis 
Lowell  coneti-ueted  a  power  loom  at  Waltham,  Mass., 
and   completed  a  factory  equipped  with  machinery  for 
spinning  and  woaviog  eottoUp     This  marked  the  com- 
pletiott  of  the  factory  syBtem.     Before  long  other  indus- 
tries were  developed  in  a  Eimilar  manner,  and  American 
manufactures  commenced  a  period  of  steady  growth. 

m.     Transportation. 

g  87-  Tlie  first  roads  in  the  colonies  had  to  be  cut 
through  tlie  dense   forests   that  covered   the   ALluntic 
Aoidi.  coast  regions,     Tndiau  trails  ofTered  more 

or  lesfl  beaten  ways  that  were  often  widened  and 
tftraightened  Into  hi^diways.  Continuous  roads  finally 
i^ormoct^d  the  principal  towns  of  the  tidewater  districts, 
but  wagon  roads  did  not  exist  far  from  the  acacoaat 
until  after  HoO.  Bridges  were  constructed  very  slowly, 
And  most  rivers  had  to  he  forded.    The  larger  streams 
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irere  crossed  by  ferries,  which  gave  rery  poor,  and  often 
dangerous,  aervLce.  Tlie  culonlul  rcrada  wci'g  m  the 
charge  of  the  local  poHtlcfil  uhUSt  the  lowns  and 
oountios.  They  wei'c  constructed  only  as  locol  needs 
dcinand<?d,  witbout  reforcnco  to  auy  general  plan  for 
colonial  highways.  'I'he  "  road  tax  "  levied  by  tlie  towns 
or  conntiea  was  paid  in  labor,  not  in  moneys  and  the 
work  of  road  building  was  very  badly  done.  BolJi  tliia 
t»atom  of  "working  out  the  road  tin"  and  the  bud 
roads  produced  by  it,  remain  in  luauy  country  districts 
to  this  day.  About  1790  turnpike  roads,  or  highways 
constrticted  and  maintained  by  tolls,  began  to  bo  built. 
Early  in  tho  present  century  the  turnpike  systems  were 
rapidly  cstended.  These  roads  wera  built  by  mrporar 
tiouB  which  were  given  rights  of  way,  and  allowed  to 
charge  tolls.  They  vere  advantageous  hi  a  time  when 
the  local  governmentB  could  not  be  luduced  to  build  ade- 
qnata  highways,  but  g;ravo  Fthuses  soon  appeared.  Ttie 
tolb  were  often  escesBiye  and  the  roads  were  poor-  In 
more  recent  times  the  tendency  has  been  to  briog  all 
roads  under  public  control,  and  to  provide  for  highways 
by  general  taxation.  Still  m^ra  recently  souie  of  the 
state  goveniuients  hare  begun  to  aid  in  the  very  neces- 
sary work  of  improving  our  roads,  vhich  are  the  worst 
to  be  found  m  any  civilized  country. 

Early  in  this  century,  after  aottkments  had  been 
planted  west  of  tiie  Alleffhanies,  it  bccamo  .  , 

very  neccj^aary  to  have  some  mcauA  of  euio-  byueDniicd 
muuication  between  the  aoaboiird   anfl  the 
Mississippi  Valley.    Thei^  arose  a  strong  movement  in 
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fflTor  of  the   constiuclion  of  long-diatance  Ligliways, 

canals,  and  other  improvementa  by  tho  national  govern- 
ment. Between  1S06  and  1837  the  United  States  built 
ti  highway  known  as  tlio  Cumberland  Boad,  which  ex- 
tended Irom  Washington  to  Cumberland,  and  thcuce  by 
way  of  WheijUng,  throtigh  OIlio,  Indiana,  and  Illinois,  to 
the  Misai5Bi|j|ji  River  near  St.  Louis,  Cy  1S40,  a  grow- 
ing opposition  to  internal  improTementa  by  the  national 
f^ovornment  put  &n  end  to  such  expenditiu^es  by  the 
United  StatcB. 

§  38.  The  original  coloniGB  Trerc  foTored  with  easy 
means  of  intercolonial  con^mnnication  by  aca,  while  & 
ij^;up>r\Mr  I'uinber  of  uavl^'^able  rivers  guve  accesa  to 
ttontajwitcr.  xhi^  iatfHor  rcginna  of  the  seaboard,  fjines 
of  packet  sloops  were  established  along  the  seacoaaC 
and  on  the  Delaware  and  Hudson  liverB.  After  ISOT 
steamboats  woro  placed  upon  many  of  these  routes.  A 
few  years  later  they  appeared  upon  the  Great  Lakes* 
On  the  rivers  of  the  MisBLssippi  Valley, steam  navigation 
was  eicaedingly  important^  From  1815  to  1860,  steam- 
fthipn  muUiplied  en  all  tlit-se  waters,  Tbey  furuisht-d  iin 
unay  moans  of  access  to  all  parts  of  this  region,  and 
greatly  baRtcnod  the  development  of  the  Valley.  After 
1860  the  railroads  begun  to  secure  a  large  part  of  this 
carrying  trade.  On  the  Great  Ijakcs  the  atcaniboat  has 
hi?ld  i(»  own,  and  to-day  the  lukc  fiect  cumpmeti  mora 
tlian  one  fourth  of  onr  entire  merchant  marine. 

Wflshington^  when  a  young  man,  perceived  the  possi- 
bility and  di?sirability  of  constructing  canaU  connecting 
tho  Hudson  Hiver  and  the  Groat  Lakes,  and  connecting 
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Clireapoflko  Bay  with  tbo  Ohio  Rivor.     Between  1790 

nod  1800  raaijj  cfinals  were  projected,  and  a  few  vrcro 
built.  The  era  of  cnnnl  construction  reallr 
tumrueiiccd  after  1S20.  The  Erie  Catial 
w&a  opened  from  the  Hudson  River  to  Lo-tce  Krie  in 
1825,  Dnd  Boon  chenponed  transportation  from  tho  Ohio 
Vnllcy  to  tbc  seaboard  so  tbat  rates  fell  to  ono  tenth  of 
the  former  coat,  Branches  were  built,  and  towns  and 
cities  sprang  up  whcrcr^r  the  canal  met  a  brancli  or  % 
natural  waterconrsc.  Before  long  otlier  canals  were 
bniit  (between  tho  Ohio  Uivcr  and  Lake  Erie,  between 
the  Hudson  and  Loke  Charaplain,  and  between  the  coal 
regione  of  northeastern  PeuDsvlrania  tnd  tho  seacoast. 
Many  slatoe  enierod  tjpon  the  construction  of  claborcito 
canal  Bj-stcms.  Pcnnsyh-onia,  Virginia,  Indiana,  and 
niinoia  were  amon^  the  number  Generally  theae  canals 
proved  unsucCGBsful,  and  were  either  abandoned  or  fell 
into  th<^  hands  of  railroads.  Tndeod,  railroads  njada 
t]»eir  appearance  very  soon  after  tlie  canals  were  opened. 
In  many  cases  the  canals  could  not  compote  with  the 
pailroada;  but  other  canals,  notably  the  EHo,  proved  to 
be  aacceBsfid  competitors,  and  have  tended  permanently 
to  tower  transportation  charges. 

§  3d.  By  1S30  tho  era  of  railway  (rnnsportntion  was 
opened  by  the  completion  of  the  first  few  miles  of  the 
Doltiroore  and  Ohio  Railroad.  Shortly  after,  ^^^.^ 
railroads  were  built  from  Boston  to  Albany,  '"■■»ort»ti(«. 
from  Richmond  to  Chesterfield,  from  Albany  to  Kara^ 
toga,  and  from  Charleston  to  Uambarg-  By  1840  there 
were   2,T5o   miles   of  railways  in    the   United   States. 
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Practically  all  wcro  in  tho  Atlantic  States^  and  they 
were  flhort,  independent  lines,  radiating  from  Boatoni 
All>aiiy,  Ne\^  Tork,  PLiladelphiiL^  Baltimore,  Richmond » 
and  Charlefitoii.  They  were  local  roada,  yet  they  fur- 
niabed  aa  filmost  ccntinuQus  line  of  transportatiou  from 
Kew  York  to  North  Carolina,* 

Bc'twcon  1840  and  1850,  railroads  were  ostetidcd  very 
rapidly  in  New    Englaad,  where  2fiOQ  milcB  o£  track 
fttrnnd  AHttiA  ^^™  ^^  Operation  the  latter  year,      A  raad 
vtnUirM      waa  completed  fnira  Boston  to  Albany,  so 
'    that  N(?ff  England  was  placed  in  direct  com- 
munication with   the    WL'st,   via  the   En9   Canal,     By 
1850,  railroflde  had  been  puahed  well  into  fhc  woBtem 
portions  of  New   York,   Pennsylvania,  and    Maryland. 
Gtiji'gia  had  started  a  railwny  evatem,  while  roads  were 
being  constrnctcd  ui  the  Mi&sissippi  Valley.     Aa  yet  no 
lines  of  railway  connected  the  seaboard  with  tlie  West, 
vhile  the  roads  still  remained  local  companies  serving 
local  needs. 

From  18-50  to  1860  the  railway  mileap:  of  the  United 
States  increased  from  8,6T1  to  28,910  miles.  The  Mid- 
Tbeiurd  ^^^  Atlantic  ^taten  rapLdly  pushed  their  raih 
*^*"^'  ways  wefltwnrd.  In  the  Southern  States 
remarkable  progress  was  raade.  But  in  the  Mississippi 
Valley  railroad  expansion  vr^B  most  noteworthy.  Chi- 
cago and  St.  Louis  were  finally  connected  with  tlio 
Atlantic  couaf^  while  the  states  north  of  the  Ohio  and 
e.a»i  of  tlia  MlASE»sj|>pi  were  covered  with  a  network  of 

t  Bm  Scribnvr'i  SMtiiliCAl  Atlu  fnr  rupa  ihoiring  rmOnad  cotutTOO' 
a  by  dKodwH 
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railw'ays,  Twenty-aeven  million  acros  of  public  lands 
had  been  grctntcU  by  Congress  to  aid  tlic  construction  of 
railroads  In  the  West  and  South.  The  people  looked 
DpDH  tlie  roads  ill  a  friendly  lu^uner;  and  states,  coun- 
ties, und  towns  gra.uted  lar^e  sums  of  money  to  furtlicr 
Ihoir  construction. 

The  Civil  War  checked  railroad  building  only  tem- 
porarily- After  1S66  it  was  continuod  on  a  larger  scale 
than  ever.  For  political  reaaona  the  Unit<'d  -rm  fount 
States  favored  the  coti*<triiction  of  railioads  **c»d"' 
to  conaect  the  Pacific  coast  with  the  rest  of  the  Union, 
and  granted  millions  of  dollars  and  millions  of  acres  of 
land  to  aid  the  Uuion  and  Central  Pacific  roada.  Then 
in  the  Southwest  and  Northwest  land  grants  and  sub- 
BJdiea  to  railwaya  were  reiewed. 

Id  1873  the  country  bad  66,484  miles  of  railroads. 
Since  that  time  many  thoLisand  miles  of  rLjnd  have  beuu 
built  in  the  states  west  of  the  MisglBfiippI, 
and  other  lines  have  been  pushed  through  to  itrnriiDB  rrom 
the  Pacific  coast.     In  1896  there  were  over 
180,0<)t)  miles  of  i-ailrcada  in  the  country.     During  the 
last  twenty-fire  years,  railways  have  often  been  con- 
structfld  as  speculative  enterprises  far  in  advance  cf  the 
needs  of  the  country,     SometTmes  the  construction  of 
such  a  road  leads  to  the  rapid  development  of  the  region 
thi-ough  which  it  runs,  and  so  creates  a  paying  business. 
But  aucli  enterprises  often  lead  to  the  building  of  un- 
necessary Hues  that  can  have  no  immediate  prospect  of 
becoming  paying  investments. 

The  character  of  American   railwaya    liaa   changed 
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groatly  since  1850-  The  earljr  roads  were  short,  local 
KAUiuii  con-  ^ff^""S'  Between  1850  and  1860  local  roada 
nUOAtiQii.  began  to  be  consolidated  into  through  lines, 
Tliua  the  numeroua  local  roada  that  together  covered 
the  distance  from  Albany  to  Buffalo  were  consolidated 
by  Vaaderbilt  into  the  New  York  Central  Riiilroad. 
About  the  Bamc  time  the  Penusylvmiia  Railroud  sec:un'i] 
a  through  line  from  Philadelphia,  to  PilUburg,  anrl  the 
Baltimore  and  Ohio  pushed  ita  way  westward.  Then 
followed  efforts  to  eccure  control  of  roids  that  should 
give  accoBe  to  Chicago  anJ  other  poitits  in  the  MiBBia- 
Bippi  Valley-  At  length,  five  trunk  lines  were  formed, 
controlling  through  routes  from  the  West  to  the  sea- 
board. In  all  directions  a  similar  procesH  went  on.  The 
reason  for  such  coiisolidation  was  that  the  union  of 
several  short  lines  under  one  management  diminished 
the  expeDses  of  operation. 

The  establishment  of  trunk  lines  introduced  a  new 

era  of  railroad  rate-makiag.     The  old  local  roads  had 

enjoyed  a  practical  monopoly  in  their  several  districts. 

Com|rtitition  existed  only  at  a  few  points  where  com-, 

peling  roads  met.     But  the  trunk  lines  could  compete 

with  each  other  for  the  through   freight  between  the 

West  and  the  East,  and  the  shtirficst  rivalry  sprung  up. 

'ho  economics  of  operation  made  possible  by  consolida- 

lou  enabled  the  trunk  lines  to  reduce  their  charges. 

^lUe  coni|]etilion  for  through  tralTie  obliged  them  to  do 

Competition  finsiUy  becurae  so  fierce  as  to  lead  to 

ilroa<3  wars,*'  in  which  rates  were  often  lowered  be- 

^lio  cost  of  trauaportatJon.     Such  '^  cut-throat  com- 
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petition'*  waa  followed  hy  pooling  agreomentB  betwcea 
the  different  roads,  by  winch  rates  were  maintained  at  a 
higher  le^'el,  and  the  profits  tliua  accured  were  divided 
between  tho  roade  composing  the  pool.  In  1S8T  Congrcaa 
prohibited  tbo  formation  of  poola,  and  endeavored  by 
an  Inter-State  Caramerce  Act  to  remedy  certaiu  abnaea. 
But  the  roads  have  frequently  succeeded  in  maintaining 
rates  by  tmffic  agreements  of  a  morti  or  lesB  aeci'et  ehar- 
acter.  The  couaolEdation  of  railroada  did  not  end  with 
tho  oetabiishmcnt  of  through  liuee  east  of  ChicagOi 
West  of  that  city  the  work  of  consolidation  haa  ex- 
tended to  the  Missouri  River,  and  fi'om  the  Missouri  to 
the  Faciiic.  Between  St-  Louia  and  the  Southwest  the 
same  process  has  gone  on.  In  1390  it  was  estimated 
that  one  eighth  of  ths  railway  mileage  of  the  country 
was  under  a  aingle  manLUgemeot,  while  over  one  half  of 
tiie  railro&ds  had  fallen  under  tlie  control  of  twenty 
other  managements,  The  prospect  U  that  a  few  great 
trana-contincnlal  linca  will  finally  contml  all  the  trans- 
portation business  of  the  country,  escept  that  which  is 
of  a  purely  local  character. 


17,   Ship  Baildioe- 

§  40.  The  foreste  of  the  New  World  supplied  abun- 
dant materials  for  ship  building,  which  was  begun  in  the 
first  years  of  the  colonial  hiatoiy.  Masaachu-  catonianwp 
setts  had  built  one  hiintlrtjd  aiitl  tveiity  Tes-  *■>"*»<- 
sels  03  early  na  \'^?ib.  By  1700,  many  sliips  were  built 
each  year  in  Nl*w  York,  Pennsylrnniii,  and  Delaware. 
In  the  southern  colonies  less  was  accomplished  until  the 
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middle  o£  the  eij^bteenlh  ceiiturT,  wlien  ship  building 
developed  rapidly  in  all  of  tho  colonics.  In  the  year 
17(59  oTcr  tbi'ce  liiindrcd  and  eighty  veaaela,  with  a  total 
burden  of  20,000  Iohb,  were  constructed  in  America. 
Between  1780  aniJ  1800,  wooden  vtHsuIs  were  built  upon 
some  of  the  Great  Lakes-  Sliip  building  was  the  first 
mechanical  industry  to  be  largely  developed  in  the  colo- 
nioe,  Bnd  it  made  pOBsiblo  the  growth  of  a  largo  and 
profitablo  oommorco. 

§  41-  In  1789  the  tcnnage  of  the  ehipa  registered 
in  the  foreign  trade  was  123,89B  touB.  For  the  next 
twenty-rive  years  Europe  was  in  a  state 
lUiipiiiiE  tram  of  couLinual  wur,  and  American  t^liips  ne- 
nwioiMB,  cii 3^(1  (1  ^  large  part  of  ilie  carrying  trade  of 
Europe-  By  1806,  the  shipe  registered  in  foreign  trade 
bad  a  tcnnage  of  795,507  tontj.  In  the  same  year  tbc 
Bhips  in  the  coaating  trade  had  a  toiumgc  of  310,540 
ton>i,  while  the  aea  fiBheriea  employed  ships  wilh  a  ton- 
nage of  over  69,000  tons,  Tlie  United  States,  in  1790 
and  1792j  levied  discriminating  taxes  upon  foreign  ships, 
with  tbe  poasible  result  of  throwing  more  of  our  com- 
merce into  the  bunds  of  American  ship  owners.  After 
1810  the  restoration  of  peace  in  Europe  caused  ub  to 
lose  a  part  of  the  carrying  trade  of  European  countriea. 
In  1840  our  foreign  trade  employed  no  larger  tonnage 
than  in  1806,  but  our  coasting  trade  employed  ships  with 
a  tonnage  of  1,176,000  tc»ns.  Between  1817  and  1820 
our  navigation  lawa  wore  extended,  and  made  especially 
BCTore  against  foreign  fllnpa-  The  roaeon  for  Bueh  ilMb- 
eral  mca^urca  was  tbe  redcikimcut  aroused  by  tbe  hai-ah 
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policy  pursued  hy  England  until  18S0.  The  laws  en- 
acted l)y  Congresft  at  tliat  date  are  mainly  unchanged  at 
the  present  da/.  They  aim  to  prevent  Amerluana  from 
purchn^sing  foreign  sliipH  and  entering  them  under  AraoN 
ican  registry.  They  exclude  foreign  veeaela  from  our 
coaa ting  trade,  and  impoae  diacriminuting  diarg&a  upon 
foreign  dhips.  Many  of  these  regulations  prove  hin- 
drances to  American  intereata,  while  they  havo  nob  bene- 
fited Ameri^ian  whip  builders  materially. 

§  42,  From  1840  to  18S1  the  tonnage  of  the  veaselB 
registered  in  the  foreign  trade  increaBed  from  762,839 
to  2,496,894  tons,  while  the  tonnaeMi  of  the 

sup  hrfltHnf 

eoaating  fleet  increased  to  2J04^644  tons,  fiwa  isto  u 
During  this  period  seventy  per  cent  of  our 
foreign  commerce  was  carried  in  American  vessels,  whiln 
our  Bbips  did  a  Urge  pnrt  of  the  carrying  trade  of  tho 
world.  In  producing  wooden  sailing  vessels  American 
slu;>  builders  were  uiicqualed,  and  their  ma^nihccnt  clip- 
per BhipB  wore  superior  to  all  others-  This  was  ac* 
complished,  moreorer,  when  wages  and  the  coat  of  all 
materials  except  wood  wer<;  mucli  higher  tlmn  in  other 
couDtries.  But,  after  1850,  ateamBliipa  began  to  replace 
sailing  rcaaels  in  oc«an  commerce.  In  the  conetruetion 
of  fltoamshipB  the  United  States  was  eoon  otitstripped  by 
Great  Britain.  The  Civil  War  etruck  a  terrible  blow  to 
American  shipping  interests,  and  our  merchant  marine 
rapidly  diminished. 

g  43-  Since  the  war  our  foreign  marine  haa  also  con- 
stantly declined,  although  the  ships  engaged  iu  tiie  coast- 
ing trade  have  increased.  On  the  Great  Lakes  there  haa 
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boon  wonderful  proprees.    The  total  merchant  marine  oi 
the  United  St<at<^a  dimtnLslted   from  5^539,811!  tons  in 
1861  to  4,684,029  tons  in  1804.     At  the  same  time,  the 
proportioa  of  our  fordgutr&de  ciLrrLed  in  American  ah ipi 
decreased  from  75  per  cent  in  1855  to  13,3  per  cent  in 
CduKirvruie  1^34,     Tho  causes  of  this  decline  are  par- 
m^^^m"  i^'t^l^y  i"i^'flp"te.    Butitcertainljboganafow 
riat  yoaj"B  before  tho  Civil  War,  bo  that  the  rav- 

ages of  Coafodcratc  privatccre  cniy  hastened  a  process 
that  had  already  cummeuceiS.  One  primary  eauHe  is  the 
fact  that  iron  and  steel  Blii|^  have  so  largely  re]Jaced 
wooden  veaselrf-  Aa  early  as  lSo5  it  was  determined 
that  iron  abipa,  although  more  expensive  to  conBtruct, 
woro  in  tho  end  more  durable  and  coueeqnontly  cheaper 
than  wooden  fihipa.  It  also  appeared  that  iron  vesaela 
bettor  vithfttand  the  strain  of  heavy  steam  machinery. 
More  recently,  atod  has  replaced  iron  fjr  ship  construc- 
tion^ Now,  American  builders  had  a  great  advatilagc  in 
the  cheapness  of  their  wood  supply,  as  well  as  in  their 
skill  in  constructing  wooden  ve&sels.  Iron  ehips,  how- 
oror,  could  be  built  more  cheaply  in  England  ;  and  there- 
foro  Uie  ocean-CJii'iyiog  trade  passed  to  ahipa  of  Knglisli 
constraction.  More  than  this,  American  builders  wero 
1mniiioapp«d  by  tlio  fact  that  they  were  very  slow  in  turn* 
tug  from  sailing  voasels  to  tha  construction  of  stcam- 
riiipa.  So  long  ad  Bt<^  vessels  retain  theu  present 
BU|>«riority,  American  ship  builders  will  not  regain  their 
r  position  until  they  arc  able  to  construct  steel 
In  aa  cheaply  as  the  builders  of  forei^  nations, 
Ttccnt  jc%»  the  outlook  hu  improved.    The  creation 
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of  our  new  navy  baa  fltimulated  the  coustructioa  of  ateel 
Tefiselfl,  while  the  cost  of  tiuildlng  them  [iaa  ^renl.lj  d& 
creased.  The  espeiise  for  lairor  is  the  principal  item  of 
cost  that  is  lai'ger  hero  than  in  En^land^  but  this  dis- 
parity seems  to  be  dluaiuishin^-  nnqueationably,  the 
atcel  ships  nov  constructed  in  this  countrj  arc  unex- 
celled in  anj  particular  by  ships  manufactured  in  any 
country  of  the  world, 

Y.    The  Teilile  TndaHtrieg, 

§  44.    Spinning  inaciiiaery  was  iotrodiiced  into  the 
cottcn  industry  Id  1790^  but  neiuly  twenty  years  pEissed 
before  rs  much  was   accomplished    In   the     ^    _ 
woolen  industry.     The  period  of  commercial     (ndwooieu 
r<^triction  foHowing  the  embargo   in  180T 
practically  shut  off   foreign    supplied.     This   caused  a 
rapid  development  of  woolen  and  cotton  manufactures. 
Many  of  the  njills  built  at  thia  timc»  however,  were  badly 
coiiatrucled  and  equipped,  so  tliat  tlioy  turned  out  a  very 
coarse  product.     Between  ISlo  and  1S25  the  power  loom 
wag  introduced  into  this  country.     Large  factory  towns 
grew  up  in  euch  places  as  Lowell,  Lawrence,  Fall  River, 
Cohoea,  and  Patterson. 

§  45.  Since  1820  the  growth  of  cotton  mnnufactiireB 
baa  been  coatiuueiia.     The  industry  baa  been  concen- 
trated largely  in  New  England  from  the  bo- 
ginmug.     In  1890  eoventy-sijc  per  cent  of  (he     iBdMtrj 
cntton  spindles  were  located  in  that  section,  '""" 

Massachusetts  having  the  lartrest  number.  Since  1870 
there  has  been  a  marked  develfipmeut  of  cotton  manu< 
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facture  in  tbe  ^onth.  The  capital  so  invested  increased 
irom  ei7^T5,000  iu  18S0  lo  $53,827,0C0  in  1^90-  Sinra 
tlicae  factories  can  olttain  raw  coltoD  witltont  meamug 
anr  considerable  expeoBc  for  cost  of  transportation,  it 
aeenifl  probable  that  tlie  future  <Icre[of>mont  of  tliis 
itiduetrr  in  the  South  will  be  rapid.  The  following  tabic 
flbows  the  rapid  growth  of  cotton  m&nufactures  m  the 
United  States:— 


IHO 

IMD. 

ISUu 

V^tiD  of  pr>daul 
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1207,061,(100 
1,117,946,000 

11,1^,000 
$354,020,000 

The  cotton  manufacture  in  the  United  States  baa  been 
condijcled  hitherto  mainly  for  supplying  the  domcatio 
market.     In  the  Tenth  Census,  Mr.  Atkinson  summed 
up  the  situation  as  follows  :  "The  priucipal 
«iiiD«ai        market  for  our  own  fabrics  is  found  among 
^^^      the  thrifty  working  people,  who  constitute 
tho  groat  mtisa  of  our  populatioa      It  has 
therefore  happened  that,  although  we  hare  not  until  re- 
cently undertaken  the  manufacture  of  very  fine  fabrics, 
t)jB  average  quality  of  the  fabrics  that  we  do  make  is 
better  than  that  of  nny  other  nalioUf  wlHi  the  poaslblo 
exception  of  France^     It  is  for  the  wants  of  the  miUIon 
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thftt  our  cotton  factories  are  mainly  worked,  and  we 
Imvo  ceased  to  import  Btapic  goovlg,  auU  aliall  never  bo 
ttkclj  to  resume  tlicir  import.  On  the  other  Uandi  we 
maf  for  a  long  period  continue  to  import  tbe  finer  goods 
thztt  depend  mainlj  on  faahion  and  atj'le  for  thc'ir  line, 
and  that  are  purely  arficW  of  liisury-*'  Yet  in  1835 
we  exported  over  $13,789,000  of  cotton  niGmifactures, 
while  impoT'ta  of  this  sort  aiuomitcjd  to  $33,196,625, 
\\i  the  fiitiiro  it  IB  pi'obablo  that  tho  United  StatoB,  hav- 
ing the  adrautagc  of  immediate  proximity  to  tbe  great 
BOurce  of  the  world^a  supply  of  I'air  cotton,  ^ilJ  surpass 
other  countries  not  siniilarly  Bitiin,t4'd. 

§  46.  The  maouf.tctiire  of  woL>len  fabrics  did  not  de- 
velop as  rapidly  as  tho  manufacture  of  cotton*  One 
roaaon  for  thia  was  that  tho  dotnostio  supply  ^df  wcniu 
of  wool  has  never  been  euflicient,  while  of  '^'*''^' 
cotton  this  country  has  possessed  a  cheap  and  abundant 
supply.  Moreover,  tariff  duties  often  imposed  on 
imported  wool  have  for  much  of  tlie  tiino  ineressed 
the  cost  of  raw  materiala  to  the  manufaeturer.  The 
woolen  manufactures  Umt  sprung  up  during  the  War 
of  1812  suffered  cousiderable  reveraoa  after  1815,  but 
by  18-38  the  industry  seemed  to  have  aurmoinited  what^ 
ever  initial  diE^iculbies  there  may  have  been  in  tho  way 
of  ils  develoiiment. 

The  statJAlical  table  on  page  T2  shows  the  growth  of 
woolsn  manufactures  in  the  tTnited  States  since  1840. 

It  18  intcrc&tin^  to  study  the  location  of  tho  woolen 
indaatry  in  the  United  States.  At  the  opening  of  tho 
preacub  century  It  was,  like  all  domostio  industries, 
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widely  diffused  throughout  tito  country.  With  the  rise 
of  the  factory  system,  it  became  more  concentrated 
[nther  near  the  soarced  of  the  domestic  ^ool  supply, 
cr  by  ftvailablc  water  powei-s.  Gradually^  however,  the 
nmnuractnrG  has  lii^come  conoentrittcd  noar  the  uiarketB 
where  both  forei^  and  domestic  wools  are  more  easily 
gathered,  and  iu  tlie  vicinity  of  labor  markets  where 
skilled  testiie  operatives  are  to  he  fouud.  Eiglit  cities, 
Phila^klphia,  Lawrence,  Providence,  and  Lovell  being 
the  most  important,  now  tum  out  nearly  thirty-six  per 
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cent  of  the  woolen  jirodiict  of  tlio  country.  New  Eng- 
land, New  York,  Xew  Jersey,  and  Peansvlvauia  possess 
more  than  eighty-fi.?o  per  CEsnt  of  the  woolen  nwchinery. 
Of  these,  Pcnnaylvaoia  leads,  MasBnchuactta  holding 
second  place.  At  the  present  time  the  woolen  goods 
produced  in  the  Uniled  States  are  sullicicnt  to  supply 
eighty-nine  per  cent  of  the  domestic  dcmiLnd^  In  1895 
imports  of  woolen  goods  amounted  to  ^8,539.000, 
while  the  osporta  were  leas  than  ono  million  dollars. 
§  4T,  A  complete  account  of  the  textile  industries  of 
the  United  Stated  should  include  some  mention  of  the 
silk  manufacture  and  of  establisbmenta  dc-  cambJtrd^cx- 
voted  to  djeingaiid  finishing  teibile  prod*  t«*i^i«riB<. 
acts-  The  product  of  silk  fabrics  has  ineretised  from 
81,809,000  in  1850  to  $87^298,000  in  1890;  while  the 
product  of  thedyeintf  and  linfBhlug  indiiBtnoB  in  1890 
was  ?28,900,0CO.  Tho  imports  of  silk  manufactures  in 
1895  amounted  to  331*206,000,  and  the  exports  of  such 
goods  were  insignificant.  The  following  tnUtrsliowa  how 
the  textile  indnfltE-j{<s  of  the  Uoit^ed  Stalen  are  concen- 
trated in  tlie  same  states  :  — 


UttUtj. 


KLodfl  Iklftnd 


yioo\mt 

tan). 


£,814,^^00 


11,4:11 -tt;! 
£,lVlll.ll1^ 
15,31  i;,«oo 


Bilk, 


i'j,:ijir/*i 

ll'J17,-1Hl 

5<i.7m^Tn 


4,7U.Nll 


Not  KparoUlr  rCpurtcuL 


TdUI 
TmUIu 


in.na>.mh 


T4    KCOWOMtC  mSTORT  OF  THE  UNITED  STATES. 

VI.     Iron  and  Steel  Indufttrieo. 

§  iB.  The    rudufltrial    Revolution    began   on   era  of 

machine    production,   mid   caused    a   new   demand    for 

iron   as  tho  material   needtd  for   machine 

Tlw  IronU' 

4artr7(r<ra  coiifitni(?tion.  Therefore  iron  occupies  a 
position  of  peciuiar  importance  at  (he  pres- 
ent day.  The  dcvclopmeut  of  other  industnea  iiecca- 
B&rily  increaBcfl  the  demand  for  iron,  while  a  depression 
in  buisiiiesti  ciins(!H  the  demnud  bo  slacken.  Many  years 
passed  [iffore  tlie  rr?vohitiaii  m  English  niethodn  of  pro- 
ducing iron  affected  the  icduatry  in  the  United  Statoa. 
Until  nearly  1840  iron  continued  to  l>e  smelted  by  char- 
coal, with  methods  that  differed  little  from  those  of 
colonial  timcB,  Pennsylvania  already  produced  one  half 
of  tlic  iron  amelted  in  this  country,  and  Pittsburg  was 
becomiug  the  center  of  the  iron  ipduatry  in  western 
PenuBylvnnia,  About  1840  anthnieitc  coal  was  used  in 
RmcUing>  and  the  blast  furnaces  began  to  be  improved, 
Tho  induFttry  naa  then  placed  on  a  modern  basig,  und 
the  product  increased  from  200,000  tons  of  pig  iron  in 
1830  to  over  ^00,000  tons  in  18C0.  In  1850  coke  began 
to  lie  naed  In  smelting,  and  some  years  later  uncuked 
hituniTuona  coal  was  employed.  Gradually  the  produo 
lion  of  pig  iron  was  concentrated  hi  the  vicinity  of  the 
coal  supplies,  fiince  it  waa  cheaper  to  carry  iron  to  Iho 
cofll  regions  than  to  carry  coal  to  tho  iron  mines.  Thus 
moat  of  the  iron  produced  in  Michigan  has  been  smelted 
ill  other  Btates  where  ccial  is  more  abundant.  By  1853 
iJjfi  iron  and  coal  resources  of  the  United  States  had 
^^e«  developed  so  far  tliat  Mr,  JLbram  S.He^tt  i^uU 
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wrilp,  ^*  In  jKBnt  of  fact  the  materials  for  making  a  ton 
of  iron  can  bo  laid  down  m  the  United  ^States  nt  the 
furnace  with  less  expenditure  of  human  labor  than  in 
uny  piii't  oE  the  known  world,  with  the  pogbible  excc^ 
tlon  of  Scotiand.^^  Ten  ycaru  later  the  Eughsli  econo- 
mist Jevons  wrote,  "  It  ia  innfouaible  thei'6  aboulj  bo 
two  opinions  as  to  the  future  seat  of  the  iron  trade. 
The  abundance  and  pnrity  uf  both  fiit;!  and  oce  in  tlie 
United  States,  with  the  commercial  enterpriae  of  Ameri< 
con  manufacturarSj  put  tbo  question  beyond  doubt." 

§  49.  Yot  the  iron  rE^aourcca  of  the  country  bad 
baldly  begun  to  bo  developed  ic  1B60,  The  increase 
in  the  product  of  pig  icon  during  the  thirty  years  from 
1860  to  1890  is  fibown  herewith:  — 
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Of   thJB    product    Pennsylvania    baB  produced  nearly 
one  half,  —  Oiiio,  Illinois^  and  Alabama  coming  uest  in 
importtmcei     In  1860  tho  steel  product  of  jr^^^j^j^^j 
the  United  States  was  very  amall,  amouut-  lanuitiiia 
iiig  to  only  1],838  tcua,  valued  at  81,778,240,  "^  ""**■ 
In  13C7  steel  was  made  by  the  newly  iuLroJueed  Besse- 
mer and  open-bearth   processes,  and  the  ijidustry  ba§ 
ever  sinco  shown  a  constantly  increasing  product.     Ia 
1890   the   rolling  miJia    and    eteol   works   turned    out 
fi,04P,0t>a  tens  of  Bteel    The  Ccnaua  oi  IS^Q  ^Vq'^^ 
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the  United  Stotce  to  be  "  the  second  iroii-makiDg  and 
steol-makiug  country  In  the  world/'  Since  that  time  it 
Las  suTfjasfied  EugUiid  in  Ihts  i^espect. 

§  50.   Many  kinds  h)f  man  uf act u  res  of  iron  and  steel 
have  been  cEtablishcd  in  this  countrj  for  a  long  time. 
„     ,  __      The  manufactura  of  wrouebt-iron  natla,  of 
flfiroB  tlio  flimpbr  kinds  of  tools  and  cuUer}-,  and 

of  firearms  are  aome  of  the  older  brancbea 
of  this  indtiat.rj.  Yet  up  to  1860  the  American  market 
was  laigelj  sHp[jlied  bj  foreign  producera  of  ifon  und 
eteel  manufactnrea.  Thti  QxjHtrls  of  such  comniodi- 
tiea  never  exceeded  $1,000,000  untii  after  1840,  and 
amounted  to  only  ^10,000,000  in  1865.  Durinj^  the 
lafit  fifty  yearSj  howerur,  remarkable  pn'j^rcss  has  been 
made  in  the  American  manufacture  of  iron  and  steel. 
Wire  and  cut  nails.  Iron  and  steel  pipes,  Gutlerji  tools 
aud  machinery  of  all  kinds,  stationary  and  locomotive 
engines,  arms  and  armor  plate,  steel  rails,  and  many 
Other  products  of  iron  and  steel  are  now  turned  out  in 
quantity  sufHieieDt  to  supply  the  greater  part  of  the  do- 
itic  demand  and  to  leavo  a  snrplua  for  export.  In 
!895  the  iron  and  steel  products  exported  from  the 
United  States  amounted  to  $32,000,000,  uhjle  the  im- 
porta  of  sneh  commodittea  were  slightly  more  than 
♦53,000,000,  One  important  feature  of  this  kind  of 
American  manufacturu  has  been  the  early  and  exten^ 
Bire  use  of  interchangeable  mechanism.  Firearms, 
eeving  machines,  locomotive  eugiuea,  vratchcs^  clocks, 
Bgricu)fiiral  implements,  aud  many  other  products  have 
heeir  oonfltruct^'d  willi  InLt^rchaniiinible  parts;  and  in 
/^/>  J/e/d  Ann^rkan  innnufacturera  \\ave  von c«\thTtt^. 
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CHAPTEK  IV. 

THE  CONSDMPnOK   OP  WEALTH, 
L     Httman   W&nti, 

g  51.  The  preceding  cliaptera  have  explained  briefly 
tJie  history  of  the  lending  industries  by  which  tb9 
people  of  America  have  endeavored,  for  netnuuiB 
nearly  three  centuries,  to  supply  their  wants  <*™"™*«^ 
fur  f'Xidj  ehelter,  clothing,  and  all  those  comunjditiei 
that  are  needed  Ut  support  life,  and  to  make  civilized 
exiatence  possible.  The  science  of  economics  treats  of 
precisely  these  efforts  of  mankind  to  secure  certain 
material  objects,  or  certain  eorviccs  of  other  people. 
It  deals,  in  short,  with  those  activities  of  man  which 
arc  directed  toward  aecurifig  a  living.  The  t-eason  why 
men  curry  on  tlieae  ciTtivitLes  ia  that  thej  have  certain 
needs  or  wiiiita  which  can  be  appeased  only  by  appro- 
priate homun  action.  ThereforOf  human  needs  may  veil 
be  made  the  starting  point  of  economic  atudioB ;  and 
our  lirat  work  will  be  to  csamino  into  the  character  of 
the  wants  that  impel  men  to  conatant  efforts  to  secure 
a  living  for  themselves  and  their  families* 

§  52.   Man  has  a  malaria,!  body  whEch  demanr]s  cer- 
tain objecta  necessary  for  Its  preservation  and  developi 
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m^nt.  From  this  source  ariBe  certain  bodily  wants,  some 
of  which  man  shares  in  common  with  other  animals.  The 
OriEfauf  &■-  "<;ei3fl  ior  fooU,  tlnnk,  clothing,  and  ahelter 
lUQwuM.  Jqjt  Qjie's  self  and  one's  family  are  the  prin- 
cipal bodily  wan(s  of  tliis  character.  Beyond  this  point 
tJje  wants  of  the  loi^-er  animnls  hardly  extend  ;  but  man, 
endowed  with  superior  faculties  and  a  higher  spiritual 
nature,  has  doveloped  a  multitude  of  higher  needs. 
Some  of  these  are  of  a  spiritual  character,  as  the  dcsiro 
for  compaiiioiisliip^  for  intellectual  or  religious  develofi- 
meufc,Hnd  the  like.  But  others  ace  cf  a  mntcnal  nature. 
Afl  men  become  more  intelligent  and  refined^  they  grow 
dissatieliod  with  the  ruder  and  coarser  forma  of  food, 
clothing,  and  shelter  They  demand  more  varied  and 
palatable  food,  finer  clothing,  moro  beantiful  houses. 
Their  testhetic  faculties  trausform  the  domanda  of  their 
animal  natures,  and  infuse  a  spiritual  element  into  what 
were  fonnerly  aimjile  material  desit'eB  for  fuod,  eloUies, 
and  shelter,  A  dhimg  table  artistically  arranged,  a 
beautiful  dress,  or  a  finely  designed  house  will  aerre  as 
examples  of  material  goods  that  satiefy  animal  wonts 
which  have  been  parliaUy  transformed  by  the  de- 
mands of  man*a  aesthetic  faculties.  Moreover,  it  must 
he  noticed  that  many  Hpiritiml  wanta  can  be  satlfiried 
only  ihrougli  the  medium  of  material  objects-  Thus  a 
printed  book  is  often  the  only  moons  by  which  knowl- 
edge can  bo  communicated  from  one  mind  to  another. 
Finally,  many  of  man's  higher  needs  have  a  distinctly 
social  character.  One  ol  tlie  strongest  human  wants 
u  the  desire  far  the  society  of  one's  fellows.     Out  of 
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this  defltre  of  mon  to  Itre  together  in  an  orgiinlzed 
Bocictj,  thcro  arise  many  eociU  wants  t>f  an  ccouomic 
chftroctar  'vbich  arc  oftentimes  satiafiod  by  colloctive 
or  socia.!  action.  Roads,  bridges,  sewers,  acLools,  asy- 
iiuus,  p^ks,  postal  faciliticit,  and  innny  otljer  economic 
gooda  are  the  res^iU  of  social  action,  and  miuistet'  to 
social  Of  public  needft. 

g  53.  In  the  devdopmoiit  of  human  wants  a  certain 
order  can  he  obeerrcd.  In  the  lowest  stages  of  borba- 
riaoif  men  are  found  to  be  almost  devoid  of  ^triis^BBat 
any  but  tbc  auinial  needs  and  denlres.  Tl>ey  ^  w***^ 
can  advance  in  civilisation  only  as  [mt  as  tlielr  higher 
faculties  can  be  developed,  and  higher  wnQts  aroused 
vithin  them.  The  principal  difficulty  in  efforts  to  oiri- 
lite  a  savage  race  is  to  make  auch  people  desire  any* 
thmg  more  than  the  pui'cly  animal  aati&faclions  witb 
which  they  have  alvraya  been  contented.  As  men  ad< 
vance  in  the  scale  of  cinliKation,  their  wanba  rapidly 
increase  in  number  and  variety.  We  hftvo  a^n  that 
this  LB  duo  to  the  development  of  hif^her  spiritual  facul- 
ties- ThcBO  l*oth  arouse  within  men  Jiiphcr  desires,  and 
also  make  it  poasiblo  to  deviae  means  for  their  gratifies^ 
tloQ-  These  higher  desires,  and  the  power  to  satisfy 
ttit'iD,  arc  alike  |>eci]liar  to  man.  The  food  of  the  horse 
or  do^,  and  the  abodes  of  thtj  birds  or  the  beaver,  hare 
in  all  known  tinges  remained  the  same,  except  as  they 
have  been  modified  by  human  action.  The  proj^as  of 
the  human  race  from  barbarism  to  civilisation  has  been 
marked  first  and  fundamentally  by  an  increase  and  a 
diverstHcatiou  of  wants.     This  has  been  due  to  the  inQu- 


enco  of  man's  spiritiicil  faculties  iu  trans formmf^  purclj 
artimal  wants,  and  in  dcrdoping  multitudes  of  higher 
desires. 

§  54.  Economics  is  not  directly  concerned  witli  all 
tlie  poaaihlQ  wnntfi  of  man^a  nature.  It  aludies  onlj 
ciisjnuOdn  th'^s*?  vvflntu  which  impel  him  to  exertion  in 
at  wwjt».  order  to  secure  a.  liiiug,  in  oi'der  to  procure 
i^^rtain  material  objects, or  certain  eetviecs  of  other  per- 
Boaa.  In  a  rough  wny,  therefore,  we  may  claeBify  the 
wants  with  which  economics  deals  as  (1)  iranta  for  mate- 
rial ubject«,  aiki]  (2)  wanta  for  personal  services. 

Bnt  u  furihei'  clasaifi cation  of  wants  will  be  of  use. 
We    may   divide   them    into    "  eziatence__wante "   and 


A  teomd 


''cidlure  wants/'     The  first  class  comprises 
anitnul    wants ;   the   second 


cJiHifiaUoi.  f^ii  the   purely 
includea  nil  wants  for  those  things  which  lead  to  the 
refiuement  and  ennobliug  of  men's  lives, 

Many  of  ilie  wants  of  man's  mihnfil  nature  arc  for 

ohjects  neces-sary  to  the  coutinnod  esistence  of  families 

siirtcM       <^f  human  hcinga;  others  are  for  ohjects  of 

■■"*■  relative   indifference,   bo   far  as    the    mere 

preservation  of  life  is  concerned.     Tlio  no u-aatisf action 

of  necessary  wants  leads  to  pliysical  pain,  disease,  or 

'denth-     Hence  normal  perftoua  will  procure  tlie  ohjects 

necessary  for  Hiich  ni^eds  before  ntti^mptifig  to  satitify 

Other  desires.     The  demand  for  such  "neceseariea  of 

life"  will,  therefore,  remain  strong  c-nd  fairly  constant 

'^vcn  if  other  Batisfttctif>ns  have  to  be  glTcn  up.    Another 

should  also  bo  noticcrl.     As  fast  as  the  lower  exists 

Iran  Is  art?  a^ij^eascd,  men  often  become  conscious  of 
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new  needs  and  desiros,  which  tliey  aow  have  an  oppor- 
tunity to  satisfj:.  Progresa  m  civili^Eation  depends  upon 
the  awakening  of  such  higher  wauta.  With  a  progreae- 
170  people,  thorefore,  the  satiafitction  of  existence  wauta 
serves  merely  to  ai-oiise  new  desirea,  and  to  etimulate 
men  to  Eitternpt  ta  fiutisfy  tlienj. 

Tlie  non-antiHfactJou  of  culture  wants  may  result  in 
Q  loss  of  cDmfort^  of  pleasure,  or  of  social  esteem- 
Theae  wants  are  largely  acquired ;  yet  the  Qj^nn, 
force  of  Iiabit  may  make  such  desires  very  ^■n"- 
strong,  so  that  they  may  seem  to  have  almost  the  im- 
portance of  esifttencc  wants.  To  people  in  one  social 
elasB,  ei[)en5ive  clothes  or  a  private  carriage  may  seem 
a  decency  merely,  and  a  necessity  to  the  maintenance  o! 
aoeial  position  or  esteem.  To  other  people  such  objects 
may  be  luxuriee,  and  may  seem  to  have  no  counoction 
with  real  personal  welfare.  These  culture  wants,  there- 
fore, vary  greatly  according  to  individual  tastes  or  social 
position.  The  numl>or  and  tlie  poasihle  variety  of  such 
waniA  are,  moreovL-r,  i^enlly  illimilahle.  Existeiiee  wants 
are  far  less  expansive-  The  ahsolate  amount  of  nourish- 
ment, of  clothing,  or  of  shelter  which  a  person  requires 
is  limited  quite  narrowly,  and  cannot  be  greatly  in- 
creased. But  the  possible  varieties  ot  fine  food  and 
clothing  are  very  many.  When  we  come  to  such  cul- 
ture wnnlii  as  the  desires  for  books,  pictures,  foreign 
travel,  and  the  like,  the  poaaible  inereeso  in  the  abso- 
lute number  and  variety  of  hmnan  wants  is  practically 
infmito.  These  wants  may  be  directed  toward  the 
dc'clopiaent  of    one's  faculties  and  aelivities,  rather 
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than  toward  the  satisfactions  of  the  seaBCH,  A  tliirsl 
for  knowledge,  or  tlie  ]jiirsuit  of  literature  and  art  for 
their  own  BakCi  may  hove  for  their  objocte  the  dovclop- 
meut  of  faculties,  not  ficiistiouB  gratili cation-  Whil6 
the  awakening  and  the  Eatiafaction  of  culture  wants 
are  both  Ut'sirahJe  and  neceasarj,  if  .life  is  to  be  made 
worth  the  living,  the  development  of  such  tastee  may  take 
undesirable  directions.  Luxurious  desires  maj  be  car- 
ried too  far;  and  the  constant  increasG  of  wants,  even 
of  wants  dcsirEiblc  ui  thcmsclTCS  maj  lead  t^  ostrava^ 
goncG  and  prodigality. 

n.  Economic  Goods. 
g  55.  Everything  which  Hutlsfn's  a  human  want  ia  a 
utility  or  a  good.  The  ahstraot  noun  '-  utility  '*  means  the 
mmum  |">w^r  to  satisfy  wants.  Economica  treats 
nroodt.  of  man's  efforts  to  supply  luruRelf  with  cer- 
tain utilities,  or  goods.  These  ntilitica  may  be  either 
material  objects  or  personal  services.  To  such  goods 
the  term  '^  wealth  '*  is  applied.  Tn  common  usage  wealth 
often  means  great  ndies,  hut  Buch  is  not  the  sense  in 
which  the  economist  uses  the  woi'd.  To  him  the  poor 
man's  dwelling  and  the  rich  man's  palace  arc  alike 
wealth,  in  that  they  arc  bo^  want  satisSera,  or  utili- 
tiea  Our  dclinition  of  goods  and  wealth  serres  to 
make  clear  one  very  important  point.  Nutliing  cnn 
be  wealth  except  as  it  is  ablo  to  satisfy  a  human  waitt. 
The  conception  of  goods  or  wealth,  therefore,  is  purely 
relative  to  human  needs.  A  chongo  in  men's  wants 
juflv  render  much   former   wealth  ralueless,  and    cou- 


Ecoyomc  goods. 


86 


vcreely.  The  paeeing  away  of  the  belief  m  magic  made 
charms  and  relics  wortUlcaa,  while  varying  faflbioiia  in 
dress  arc  constantly  pi^ucing  similar  reau1t& 

§  56.   ll  ift  uecessnry  now  Uj  give  a  more  exact  ^t^d- 
iiilion  to  the  term"  econumicgoodft.'*    Wcrhave  HRen  llmt 
ecoaomic  gooda   include  both  material  ob- 
jects and  perBonal  servieea,  but  not  all  auch     ^oou. 
objects  or  ecrviccs    eorae  within   the  scope 
of  the  deliaibion.     Seme  goods  e.\iat  in   such   eupcra- 
biindance  tliat  mi^ii,  without  md.kitig  any  effort  or  a&o- 
riflce^  find  all  wants  for  such  objects  completely  satisfied. 
Such  goods  are  free  to  all,  no  luck  of  them  is  ever  ex- 
perienced, and  they  ore  not  objects  of  economic  effort 
Air,  sunlight,  and  water  aic  gonorally  osamplcs  of  euch 
frte  goods.     But  many  other  things  can  be  secured  only 
by  effort  or  aacritice  of  some  sort,  for  the  reason  that 
the  suijjily  of  such  uttlitiea  ia  limited.     Such  limitations 
may  be  duo  tc  tho  !iiipoRaibi1ity  of  iuereastng  the  num- 
ber of  the  gooifl   in  existence,  as  in  the   esse   of  old 
paintings  and  antiques;  or  to  the  fact  that  the  supply 
of  tho  commodily  in  question  can  bo  increased  only  by 
the  labor  of  pi'oduction.     Utilities  of  which  the  anpply 
is  limited^BB   compared  with  human  dcsirea  for  them, 
are  called  econtfiitic  ifoodg^  Men  iicYer  experience  any 
lack  of  free  goods  aiiice  all  their  wimta  for  such  objects 
are  abundautly  supplied-     But  in  the  esse  of  economic 
goodfli   men     experience    cont^tantly  unsullBlied   wants 
whicli  thoy  seek  in  some  manner  to  saLlsfy. 

Economic  goods,  since    they  arc    Limited  in  aupply, 
cnu  be  obtained  as  a  rule  only  by  oxertton  or  aacrifjce 
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of  Bome    sort.      For  that  roaaon  they  mnj  UBually  bo 
TvuuTfrtMi-  exchanged   for  other  goods.      Material   i>b- 
j^*^*™""' jeets  may  be  iransferrcd  from  one  jjeraoti 
to  another,     Man's  faculties  cunnot  be  thus 
transferred,  but  the  servlc^a  which  Lis  facuUieB  enablo 
liim  to  K'lider  may  bo   exchanged  for  the  Bcrviccs   of 
othei-a  or  for  material  objects.     In  so  far  as  the   ex- 
change or  tmnflfer  of  personal  Bervicca  forma  a  part  of 
mau^a  economio    actiritiizs,  personal  services  must  be 
regarded  fiB  f'coruimie  ^oods. 

The  utility,  or  the  power  which  commoditiea  poasoaa 

to  satisfy  our  wajits,  may  arise  in  any  one  of  four  ways. 

The  object  ma?  be   fitted,  as  for  example 

Elemeiiluy, 

fornn  fivKf  pig  iron,  to  Bcrvo  as  the  ra\r  material  for 
nimtia^  some  deflirnblo  product  Such  a  commod- 
ity poaaesaea  elemeithtri/  utility.  Nest, 
after  undergoing  changes  in  forui,  the  pig  iron  may 
become  a  finished  product  adapted  for  inau'B  use;  and 
may  then  acquire  form  utility.  Again,  when  trane- 
portod  from  the  forp;c  or  rolling  mill  to  the  place  where 
some  coDsumer  may  make  use  of  it,  the  iron  product 
acquires  a  j^^ac^  vtittty.  Finally,  some  commoditit'S 
may  he  most  desirable  only  at  certain  thnea,  as  ice  in 
Buramer,  and  fuel  m  winter,  A  good  placed  before  the 
consumer  at  jufat  the  time  when  it  is  desired  will  possega 
a  thrie  utility. 

The  torma  "utihty''   and   "good"  as  used   by  the 

economist  have  nothing  to  do  with  the  real 

desirability  or  moral  estiniuLe  of  the  object 

la  gueation,  or  of  the  wuut  to  wliieh  it  miuJsters«     Cer- 
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tain  vantfi  may  be  nndesJr&blo  or  harmful  in  tlieir  grati- 
fication ;  bat  if  men  posscsa  such  wants,  anJ  demand 
such  imdeairablo  oljects  for  conamni^tioD,  those  objtctA 
assume  ecoiimiiJc  iiuputtauce  and  must  be  couaidered 
ecom>mla  good  a - 

UL   The  GonamnptioD  of  Weaith. 

§  57.  All  grXKla  ate  proihiccd  for  the  purpoee  of  being 
consumed.  By  coDSUiupLiuu  the  eoonomiBt  means  the 
destruction  of  utilities.  Thia  takoa  place  _ 
when  goods  are  UMed  up  by  consumerHi  wLo  nannf 
upplj  tln?m  to  the  piirposea  fur  ^hieh  they  " 
were  designed.  UtilitieB  may  be  destroyed  also  by  the 
natural  dscay  of  ^oods,  by  the  action  of  the  elenieutSr  aa 
irk  floods  or  tomndocSf  or  by  wanton  waste  on  the  part 
of  man.  Usually  when  the  term  consumption  is  uacd, 
va  ahall  refer  to  the  rational  deatruction  oE  utilities  In 
tlie  Boti^faction  of  human  wanta. 

It  is  Important  to  note   the  difFerenco  between  the 
consumption  of  durable  goods  and  the  consumption  of 
perishaljle  commodities.     A    bcok,  a  coat,  ^     ^ 
or  a  house  may  yield  a  large  number  of  ycrUbabh] 
Botiafactioaa  through  many  acts  of  repeated  ^™^ 
use.     An  article  gf  food  ia  able  to  yielU  but  a  single 
efitlafuction  in  a  single  act  of  GODSuniptiou^  and  may  be 
called  a  perishable  good.     The  hook,  the  coat,  and  the 
house  may  be  cousidoreJ  relatively  durable  goods,  which 
are  consumed  only  by  a  sericB  of  acta  eKtending  through 
a  considerable  period  of  time.     Some  goods,  such  oa 
land^  ma^  be  ao  used  that  their  utility  may  never  be 
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destroyed ;  und  may,  therefore,  be  considered  absolutely 
du liable  goods. 

The  consumption  of  wealth  teiidB  to  produce  poeitire 
pleasure  or  to  avert  pain.  Tho  plcaeurca  produced  or 
cuiiuiptjn  the  paina  averted  may  be  cither  present  or 
"*i'^"^**pritftpective,  but  the/  are  the  nsuiil  results 
of  tictfi  of  euiksnuiption.  The  produi:Mon  of  utilities, 
on  the  other  hand,  necessitates^  in  most  cases,  Bome  pain 
or  haixiBhip.  Diaa^reeable  labor  must  be  performed,  or 
desjrod  case  bo  given  up,  or  some  sacrifico  be  mcurrcd. 
In  their  efforta  to  aatisFy  wantSf  men  are  conatantly 
weighing  the  probaLle  pleasures  of  consumption  against 
the  sacrifices  necesaarj'  fur  the  production  of  consumable 
wealth,  A  man's  action  is  likelj  to  take  tbat  direction 
in  which  he  considers  that  the  largest  balance  or  surplus 
of  pleasure  over  pain  can  be  obtained-  TIte  older  econo- 
miflts  exprOBscd  this  by  sajrnj:^  that  '*  every  man  desires 
to  obtain  additional  wealth  with  as  little  sacrilice  as 
possible.**  This  fact  will  guide  us  in  our  study  of  the 
consumption  of  wealth. 

§  58.    Hiimun  wanU  nrc  satiable.     Tf  a  person  con- 

eumes  at  any  given  time  auecessive  units  or  portions  of  a 

commoditv,  ho  finds  that  the  later  units  pro- 

diBiiiiiaUi^     duGC  Icss  plcasitrc  or  satiBfaetion  than  the 

"  first     If  enough  of  the  commodity  Is  con-  ' 

stimed}  a  ijoint  may    Gually    be  reached    at  which  the 

eonfiumption  of  any  more  uiiita  censes  to  produce  any 

satiBfaetion  whatever,  and  miiy  even  cause  pain.     This 

will  be  seen  if  we  suppose  a  man  to  be  supplied  with 

Aucoeaeivo  picoos  of  bread.     The  fi rat  piece  might  aorvd 
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to  ftppease  the  pangs  of  extreme  hunger;  and  would, 
therefore,  have  a  very  high  degree  of  utility.  The 
second  piece  might  be  consumed  with  great  pleaaure, 
but  it  would  not  have  the  same  intense  utility  that  the 
first  poaaesaed.  A  third  piece  of  bread  might  completely 
aatiafy  the  man*s  deaire  for  food  at  that  time,  ao  that  a 
fourth  piece  would  hav&  no  ntility  whatever  for  consump- 
tion  at  that  moment.  In  this  case,  then,  the  second 
piece  of  bread  has  a  smaller  utility  than  the  firat,  while 
the  tliird  has  less  than  the  second.  After  the  third 
piece  has  been  consumed,  the  point  of  satiety  is  reached. 

This  law  is  oft«n  ilJostrated  by  the  follow-  mMtntm 
ing  diagram  :  —  «<tt>i»w 


/ 


B      M 


6     9 


In  this  dit^am  the  lines  12,  2  S,  8  4, 4  6,  ete.,  repreaent 
eight  units  or  pieces  of  bread.     The  pleasure  derived 
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from  the  unit  firat  consucaod,  12,  may  bo  infinitely 
great,  since  tliia  Uret  pieoo  may  Ic  nccesflary  to  prceerve 
life*  Tbe  soconU  unit,  2  3,  has  a  utility  measured  by  the 
pGr|>endicular  line  3  5;  aid  tlie  paraJlelograni  erected 
upon  2  3  repreaenta  the  utiiity  of  this  ae^oiid  unit.  Each 
aiibsequcnt  unit  his  a  smaller  degree  of  utility,  repre- 
sented by  the  several  perpendicular  lines.  Tlie  utility  of 
tho  eighth  iintti8  9,  is  nothings  because  it  ia  euppoecU 
that  the  point  of  satiety  is  reached  oftcr  seven  units  are 
consumed.  Now  if  tlie  succesaire  units  are  made  very 
small,  the  dimiuifihiitg  utility  of  the  commodity  may  be 
represented  by  a  curved  Line,  as  in  the  following  tigure: 


Here  the  utility  of  the  first  unit,  f>,  is  infinite ;  t!ie  utility 
of  any  unit,  ^t,  is  represented  by  tbe  perpendicular  line^ 
m  7t ;  while  the  last  unit,  x,  posaessea  no  utility  whaterer* 
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We  must  nnw  distinguiBb  between  total  and  marginal 
utility.     Each  imit   of  the  Bupply,  imtil   the   pciitit  of 
fialiety  is  reached  at  x,  oosbcssos  a  certain 
degree  of  utJity  rcprcscDt^d  lq  our  diagram     mudjui 
hy  a  perpendicular  line  drawn  at  the  proper     "    ^* 
|Kiint.     The  fium  of  the  utility  of  all  the  udUs  is  the 
total  utility  of  the  entire  supply,  ox.     On   the  other 
hand,  the  marginal  utility  is  the  utility  of  that  portion 
or  unit  of  the  supply  which  is  last  consumed.     In  onr 
illuatrationt  ^  (a  the  uiarginal  unit  of  the  supply,  and 
the  marginal  utility  haa  become  £ero,     If,  however,  tlie 
BUpply  Hhould  he  reduced  to  o  m  units,  m  would  be  the 
njarginu,!    unit;   whik>   the    marginal    utiHty   would    be 
represented  by  the  jwrpendicuJur  line  mn. 

At  any  given  moment  it  te  eafe  to  conclude  that  if  a 
person's  supply   of    any    commodity    is  increased^  the 
marginal  utility  of  the  commodity  will  de-  y^t^^j^^ 
crease.      But   if  a  considerable   period  of  "ponthc 
time  passes,  it  13  posHible  tliat  the  person^s  »i^\m1^^g 
wenU  may  espaml^  so  that  a  larger  supply  ""i*^- 
at  the  later  period  may  hare  as  great   a  marginal  utility 
as  a  smaller  supply  had  at;  the  former  poriud.     When 
diftercnt  times  are  cousidored,  the  law  of  dimiuishlDg 
Qtilitj  must:  be  used  vith  a  great  deal  of  caution. 

I  59,     In  supplying  tJieir  wants  men  consume  com- 
iDudilii?9   in   a   eertnia    order.     In    selecting    goods    for 
consumption    two    thincs    are  considered :  ^ 
/Er*f,  the  utility  of  the  goods;   mid  teffond^  qrd*ra( 
the  cost  or  aacrifiec  necessary  lo  procure 
them.     Those  commodittod  will  be  selected  6ret  vhicli 


cca- 

nmpUDn. 


pmMcrpLM  or  KcoyoMUA 


■  fUtltt  Mm  \t^r^mi  wtrpltami  cojufcnetii  whore  lite  aett^ 

F  IH^  #npU.     Hitjf^Mjiw  Imnuiat  tnd  onn^  to  be  off^ed 

fr/P  Miff  Mi  ih<i  Mim^j  pric«,  Mf  tvreatf  ceiita  &  do24>D. 
'JliAt)  ft  iti^tfMU  wli'i  F'r«fcrji  bciunu  to  oranges  will 
mtMtAy  \mTrAt\uM  truti^niUH  lliey  linvo  for  bim  a 
liraninr  >M\iy  ihnn  ifraiigcfi ;  uJid,  the  cqnL  bcmg  tlic 
■  nuiijo,  will  jW.Ui  hiiti  a  gruuUir  buijjIuh  i^f  niUitjr  over 
(K«(fl.  But  now  ftiiL)|KJK(f  lii;it  thii  jHrmoii  buys  aix 
ImiliUM.  'Iliori  jl  fn  [nottablo  thai  an  nddifionitl  lialf- 
4litAi'it  Wnul'l  tiAVo  l^mh  utilil^v  ff>r  Uh  jiereonnl  consump- 
lioii  lU  IpIhiI  lliiiii  lliHii  tlio  Ih-it  Ki\  lunitiuiH  |}ObBeBsed. 
1*bo  (lli»lul»litiiJ  uiuritiuiil  utility  of  Llio  larger  eupply 
lit  Uw\nn\\m  iiili^lit  k«uw>  r\  mtiullcr  ^iirjrli^B  vt  utility 
tjvnr  oimlft  thiMi  oniiM  bo  ubtniurd  by  liiiyui^;  a  Lulf- 
ibiftnn  iM-ftii)ioii.  llfiiion  U  in  jriif^piibl;)  |]j7it  bi^  iimy  buy 
■Ik  omnjli^ii  iiiAli'Ail  of  biiylii)!  nti  ndiiitlounl  half-iJDzcii  of 
lunui^nji,  Nou^  Ih  (IK  AHAtuiM  a  SCOoiii)  (:n»«.  Suppose 
timl  i\\t>  ik^n^uu  pi\^riM'»  i^nvHUfCfl  lo  btiiL&mts  ;  and  suppose 
tlmt  nil  iuniiipi  i^ovtte  five  criilA,  while  baiiuniiKt  bup|>oa  to 
tiv  KlliMit  ft^i*  K  ^"^itt  ii|4mK?.  UudtT  Auob  ciixumst^uiceSt 
U  U  rtUU'ikt  Ibiil  tho  pn^trnt  ^ui^tliis  of  utility  over 
(Mil  owiVI  Ih>  tfOv^unnl  ttv  purrbasing  liauiuiu  instcid 
ol  «M«bihjtv«.  imU^  tb^  l>4?r>04i'«  pref«rH)0«  for  onu^n 
inlt^^tbl  l«  KTVftl  nhwinh  to  ovvrtoune  U3«  differaiee  of 
fW^r  vi^tt  lb  tlw  «o«l  «f  ttn  t«o  kiikdi  of  frwt  Com- 
^t4iMMa  «f  IM*  NMrt  U»  ttl  tiM  Um  «C  the  jidgMMta 

4«Mt  ^i*  |>h«%>i  Mr  W  Ulvtntid  I7  tb 
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0  3  » 

C0UHOI>ITT  1-  —  ObANQKB 


A  4       fl  a  f 

CoHuoDirr  2.  —  BANxivAa- 


]n  tJiese  fibres  the  lines  OX'  and  ^X represent  the 
entire  supply  of  the  commodities  1  and  2.  The  lines 
02,  (7  9,  ^  4,  A  6,  and  A  8  represent  various  amounts 
of  tibe  supply,  of  which  2,  9,  4,  6,  and  8  are  respec- 
tively the  marginal  unite.  The  lines  OP^  2L,  9iP, 
AB,  4ir,  6^,  and  8Jtf  represent  the  utility  of  the 
various  nnits  of  the  supply,  0,  2,  9,  A,  4,  6,  and  8. 
The  curved  lines  PX'  and  P^  represent  the  diminish- 
ing  utility  to  a  particular  person  of  the  Buccessive  por- 
tions of  the  supply.  The  lines  0  (7,  2  ^,  9  if,  A  i),  4  f  , 
6  Gf  and  8  M  represent  the  cost  or  sacrifice  necessary 
to  secure  each  unit  of  the  supply.'  Then  the  lines  CP, 
^L,DB^FR,a.nd  (?^ represent  the  surplus  of  utility 
over  coat  in  the  case  of  the  linits  t),  2,  A,  4,  and  6 

1  For  conTenience  of  lUafltradon  we  will  ABsnmfl  the  cost  of  all  the 
uiita  totw  tfafl  immfl.  Then  the  coolinDoofl  liosi  CN  *o.d  DM  Topretcvt 
tb*  covt  of  an  iinUm, 
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reB[»ectiveljr,  Now  tlie  [leraon  in  queetion  will  select  a 
certam  number  of  unitB  of  commodity  2  first  of  all, 
ettiGO  the  first  units  of  this  commoUJty  posse£fl  for  him 
the  larger  Hurplua  of  utility  over  cost.  He  will  not  pur- 
chaao  more  than  ^14  unita  of  this  commodity,  however, 
before  he  fmda  thjit^  ht^yonU  the  marginal  unit  4,  rnl- 
clitional  iinilH  wiutid  ybld  a  smaller  8urpliis  of  utility 
over  cost  than  the  first  units  of  commodity  1.  Simi- 
larly, the  person  would  not  btjy  more  than  0  2  unitB  of 
commodity  1,  since,  beyond  the  marginal  unit  2,  aJdi- 
tional  units  would  yield  a  smallci"  surplus  of  utility  than 
further  purchases  of  commodity  2  would  produce. 
TEierefore  he  may  choose  additional  units  of  2  until, 
after  reaching  the  unit  6,  the  surplus  of  utility  oror 
coetg  may  be  the  same  for  the  marginal  units  (2  and  6) 
of  each  commodity.  How  many  additional  units  of 
each  commodity  the  person  in  question  may  choose  to 
purcliOHe  will  depend  uj>ori  the  extent  to  whidt  his 
means  enable  him  to  gratify  his  wants^  In  any  ease  he 
would  not  carry  his  purchnses  beyond  the  points  of 
fiiipply  represented  by  0  9  and  ^8,  At  tliese  points 
Uie  marginal  units  (0  and  8)  yield  no  surplus  of  utility 
over  sacrifice  ;  and  the  person  would  have  no  mduce- 
ment  to  make  additional  exertion  in  order  to  secure  an 
additional  supply  of  either  commodity. 

Wq  may,  therefore,  lay  down  these  two   principles 

^  ,     concerning    the  order    in   which  comuiod- 

ortcrofcflA-   ities  will  be  selected  for  consumption:  (1) 

iDa»  on.        T]jogt.  goods  will  Ijc  fiTst  procurcd  and  cou- 

aatued  which  yidd  the  greatcBt  Burplus  oi  utUUj  ovec 
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Aoets,  (S)  In  choosing  between  different  comniodiliea 
each  person  will  ciiiJeavor  to  make  the  surplus  of  utility 
obtained  from  the  marginal  unit  of  one  commoiity  equal 
to  that  obtained  from  everj  other  raargina)  unit. 
When  the  surplus  of  utility  over  costs  obtained  From 
the  margitral  nnit  of  oiio  cunimoilit^  hucouiea  \gsa  thun 
could  bo  obtaiaed  from  one  or  mor^e  units  of  a  second 
commodity^  the  second  commodity  will  be  purchased  Id 
preference  to  the  GrBt. 

Every  peraon,  in  the  mana^ment  of  his  expcnaoB,  13 
constantly  rooking  such  catioiJites  of  the  comparative 
utility  and  the  comparative  cost  of  all  com- 
modities which  ho  purchases.  It  is  aeldoruT 
however,  that  judguienta  cnn  be  nmtlti  wiLh  tlie  exact- 
nt!BS  presupposed  in  the  diagram  above  given.  We 
should  rememberj  moreover,  that  different  persona  pluco 
fircry  different  oslimatoa  upon  tho  utility  of  the  same 
>mmoditie8.  This  makes  it  yerj  difficult  to  theorise 
^Ooncerning  tJie  utility  o£  goods  to  the  general  purchauing 
public  Wo  can  merely  observe  what  prices  other 
people  are  willing  to  pay  for  commodities,  and  then 
infer  from  these  prices  wJiat  tho  utility  of  the  commodi- 
ties is  coiiBidcrod  to  be. 

I  60.   Having    already   distinguished    bctwocn    total 
utility  and  marginal  utility,  we  must  now  notice  that 
our  estimates  of  the  iiujTortancc  of  commudi-  ^le  imwituica 
ties  for  the  purpofio  of  cinisumptlon  always  D'*(<«*<Jt- 
depend  upon  the   margmal,  not  upon   tho  vurEUti 
total  utility.    An  often  quoted  ilhistration  ^^^^ 
Vilt  make  this  oloar.    A  peasant  haa  put  aaido  three 
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Aacka  of  corn  winch  muBt  laat  him  aiiiil  tho  i:ext  Lar- 
reit.  One  sack  ]i€  vrjll  use  for  food  ;  a  accond  muat  bo 
ki'|jt  fi>i'F(»]Ci];  LliG  tliird  is  uacd  for  feediug  poultry,  which 
formtt  n  plcji^nnt  I>u(  iJoL>  [Jtir;eshiiry  addition  to  his  dk't. 
What  vrill  ho  the  utJlUy  of  one  aock  ^f  com  to  euch  a  peaa- 
(int?  This  quoation  cati  be  answered  by  inquiring  what 
tilt*  [icneivut  would  lose  if  ho  should  be  deprived  of  ono 
Aack  of  hitt  oorn<  If  Uiis  sliculd  linpix^ii,  bo  would  not  go 
without  food,  nor  would  lio  be  Jikoly  to  aaciiticc  his  seed 
lor  next  year's  crop.  Probably  ho  would  Bacrlfice  the 
jHMdl.ry,  Bitice  Ihey  repn^aeiit  the  least  imjwrtant  of  the 
Ibroo  clasBi'S  of  wautu  to  whieh  tlie  throe  sacks  of  corn 
miiuBtor,  It  appears,  thon,  tliat  when  tlie  peaBant^e  sup- 
ply of  Cora  amouutB  to  tlircc  Backa,  the  real  Brgaihcauce 
of  Ok  ainglc  Back  ia  measured  by  the  importaace  of  the 
Wtiftkoat  want  which  auy  ouo  of  the  three  eacka  may  be 
uftoi]  lo  Batisfyii 

A  little  rofltictlou  will  convince  any  one  that  all  our 
cj^tiuiateB  of  uiilify  arc  based  upon  the  utility  of  the  last^ 
or  marginal,  {xtrtion  of  the  euppl/.  The 
tinilG  hrst  coueunied  may  have  an  inRnitc 
utility.  Thus  the  lirst  iwrtion  of  food  cooauoied  may 
save  ua  from  nEjirvntioii.  But  when  we  have  a  largo 
Buppty  of  bread,  the  importance  of  any  ^ngle  piece  sinks 
to  the  level  of  tJio  marginal  or  last  pieco  consumed, 
which  ministers  to  the  leaat  intense  want  which  bread 
can  satisfy.  If  our  supply  of  brc«d  should  exceed  our 
wanta,  thf  utility  of  a  single  piece  would  fall  to  »n>. 
Therefore  the  marjTLUal  utility  of  a  commodity,  or  the 
utJUi^-  of  tho  margij>4l  unit  of  the  supply  of  a  com- 
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modity,  determinca  out  catimatea  of  tl^e  commoditj'ji 
itDiiorlancc  for  purposes  of  cousiimpiion.  Id  regard  to 
trjtal  utility  it  nj&y  be  well  to  add  that,  since  llie  utility 
of  f.Le  first  iiuits  of  the  eiipply  oftentimes  ia  infinite,  tbo 
total  utility  of  mauy  eomiuodirice  is  [infinitely  <^Teat  In 
110  cases  have  wc  auy  accurate  means  of  meosuring:  or 
comparing  total  utilities,  i'luol  utUilLCfl  vo  are  able  tu 
cetiinate>  first,  bj  observing  the  fmal  utility  of  commodi- 
tit^s  for  our  own  couEumption  ;  uud  sec^orLtl,  by  cbsei'viug 
what  sacrifices  or  coate  other  people  are  willmg  to  incur 
in  order  to  procure  different  cksses  of  goods, 

§  61.  Some  commoditieB  are  In  the  form  of  finished 
products  ready  at  hand  for  eonaumption ;  others  are  in 
tlie  form  of  raw  materials  and  goods  not 
yet  ripe  for  consumption-  From  tins  fact  l^^'jjJJ^ 
arises  the  distinction  between  preserit  and 
future  goods.  This  distinction  is  of  importance  in  the 
theory  of  consumption.  Future  pleasures  und  paias  aro 
usually  undervalued  in  comparison  with  prcsenti  Goods 
which  are  available  only  in  the  future,  or  which  min- 
ister to  future  not  to  present  waats»  are  regularly 
andervalued  in  comparison  with  present  goods.  The 
Aum  of  one  hundred  dollars  obtainable  only  at  some 
future  date,  may  appear  less  desirable  than  a  sum  of 
niuety  dollars  which  is  imniodiatcty  available.  In  thi^ 
way  future  goods  aro  usually  diacouulcd  when  compared 
with  present  satisfactions ,  This  ia  due,  not  merely  ho 
tlie  uticeitamty  of  all  future  events,  but  also  to  the 
fact  that  all  future  pleasurea  and  p:iins,  however  certain 
tbey  may  be,  are  more  lightly   regarded  than  present 
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pleoAureB  and  puina.  Savage  peopkfl  are  proreibiull; 
heedleee  of  the  future,  and  live  mainlv  for  the  present 
enJDvment.  Tti  times  of  j>leii(y  they  nuty  ivjiisume 
ghittoQonsly  and  wastefully  tbe  very  fooi  that  may  bo 
essential  to  the  preservation  of  life  at  &  later  liino. 
Civilised  people  are  far  more  provident,  and  pay  fa/ 
more  heed  to  future  iieeda.  Nevertheless,  tJie  tendency 
to  underestimate  the  futuie  still  remains. 

§  G2.     It  is  well  to  distiogiiiali   between    prodnctive 

and  linal  coDsumption.     All  goods  of  whatever  character 

are  intended  to  minister  ultimately  to  ILq 

^niiKtiTi      satisfaction  of  some  human  wants.     When 

stHiuLpaoiu    a  utility  is  destroyed  by  the  act  of  a  person 

who  derives  from  it  the  satisfaction  which  ^' 

ft  WHS  intemled  to  provide^  we  have  what  may  be  called 

an  act  of  final  cffnsurnpfhn.     On  the  other  hand,  many 

good«  are  uilondod  to  serve  merely  as  raw  materials  for 

tbo  manufacture  of  fiuislied  products,  or  as  tools  and 

machines  by  means  of  which  Cnifihed  products  may  bo 

created.     Raw  materials  are  consumed  when  tlicy  poaa 

over  into  the  completed    ccmm<:Nlity,   and   tools    and 

machinery  are  consume<l  as  fnat  as  they  are  woni  out 

by  consTaut  use.     All  Rueh  destnrctiLiti  of  materials  and 

mnchinory  may  bo  called  prcditfftivf  contujnptiojL     Such 

goods  are  destroyed,  but  their  utility  reappears  in  the 

utility  of  the  finished  product.     Formerly  it  was  cua- 

lary  to  cail  the  consamption  of  food  by  a  laborer 

I  Live  couaumptioti*  since  it  enabled  him  to  produce 

^^^         'ds.      But  tbiB  usn^  exiiclly  re^-^raes  the  fun* 

^^m         fact  that  consumption  is  the  end  of  all  eco- 
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nomTc  activity,  wlule  production  i»  merely  n  oieanB  to 
that  end.  When  a  product  reaches  the  conatiruer  and 
is  coiifltiraed,  it  hassGivcd  it^  cci>Eioitiic  purpose ;  and  thd 
economist  need  not  attempt  to  go  beyond  tbia  fact 


EnBBl'a  Uw^ 


IV.  Statistics  c>f  Coiuniaptioii- 

g  63<  There  are  now  avaikble  figures  as  to  tlie  income 
Biid  oxpcndituro  of  a  largo  mimbor  of  AmenGan  and 
European  families,  which  give  statistical 
proof  of  tho  facta  abo;'e  outlined  concerning 
tlie  order  of  consumption  and  the  i-elative  espansivity 
of  various  elaaaea  of  wants.  First,  let  us  consider  the 
factfi  demonstrated  by  Dr.  Engel,  an  eminent  Prussian 
BtatiGtician.  Tlicao  roktod  to  the  cost  of  living  in 
Fruseia,  ond  were  as  foUowa  :  — 

1.  As  the  incotuQ  of  a  family  increased,  a  smaller 
percentage  of  it  was  expended  for  food. 

2.  As  the  income  of  u  fitmily  inereaacdf  the  per- 
centage  of  eTpeuditures  for  clothing  remained  approxi- 
inalciy  the  satne. 

3.  With  all  the  incomes  invcatigatodj  the  percentage 
of  ospenditurcd  for  rent,  fnoL,  and  hght  remaiucd  inva- 
riably the  same, 

4.  As  the  income  increAsed  in  amount,  a  constantly 
iiicreaging  percentage  waa  expended  for  education, 
health,  recreation,  amusementfl,  etc 

These  coneluaions  were  drawn  from  the  following 
table  of  statietica :  ^ 

1  Bee  KoacHCQ.  Ii.  E03;  Elt.  EfODomica,  t44.  Dr.  Ed^bI  "bv  a4 
«ftiirQ4  IIlv  tliewj  (lui  Jb  might  bo  p<.>aailjlo  bj  acan[ul  tvud^  ut  «w!b 
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§  G4.   Subaeqaeut  investigations  in  the  United  States 

anil  ill  Eiiiope  show  the  substantial  accuracy  of  these 

iiiTeftLciUoiB  staListica  by  Dr.  E[igel.     Such  recent  inves- 

iiDiliiuai'     tigJitions  are  summarized   in    the   Seyenth 

iBjuwkBttti*  Anrual  Report  of  the  United  States  Com- 

uiiMSuiBa.  missioner  of  LalMjr,  opposite. 

ThoBG  statifitics  ehotv  that  aboub  nine  tenths  of  the 

income  of  very  poor  familieH  arc  espendcd  for  the  satia- 

faciion  of  the  mere  existence  wants,  for  food, 

s}»oUci%  and  clothing,     Nearlj  half  of  the 

Income  of  such  a  family  is  espeniled  for  food  alone.     As 

Llio  income  of  a  family  incroH'^sce,  its  members  prefer  to 

ciuit  umiiber  of  faiuilj  builgntv  Tur  a  r-erinil  uf  ^«aia  to  i^ouAlruct  a  Boii 
of  Kcini  t''ffrnit  vric,  liiH  Tdeu  it*  thai  rbaiij^ui  in  \o\al  DxpemJimre  Aud 
in  «i|>flitclUarH  for  rariom  ileatr  in  n  HDtlid<-iit  Diiinhar  nl  tvpjiitl  fitmi- 
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expend  a  conslantlj  increasing  pro|)ortiori  of  theirmeaiis 
for  tbe  fiati&ractLoD  of  culture  wants.  Tho  deaires  for 
food,  for  cLotbJDg^  and  for  ehcltcr  are  scuii  to  ha  far  leas 
expaiiaive  than  the  higher  ncede,  wliicli  constantly  claim 
&  larger  pOL~tion  of  on  increasing  iucome.  EvLdciitl/,  as 
the  means  of  a  family  increase,  a  larger  surplus  of 
uLillLy  over  costs  con  bo  necured  bj  reducing  the  pro- 
portion of  the  income  GXi«nded  for  existence  wants, 
and  by  diversifying  the  objects  of  family  consumption. 


T.  Economj  in  Conflmaption.    Sarmg-  and  InvoBtiiient. 

g  65^   Bj  economy  in  consnmptioii  is  meant  securing 
the  greatest  amount  of  satisfaction  obtain-  tataaavin 
able  fromo  giv^n  eipenditur©  or  destmctinn  wmubi^oii. 
of  utilities.    This  aocessitates  t^l)  a  knowledge  of  tliQ 
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■IDKMiftJvaiiUgMMaiHMAioirli&cb  B  good  majr be  derated, 
Biid  (2)  tfiitnwnj  in  (Ejci  a|i|ilicalion  c^  the  good  to  iJie 
purpoca  llu^  fii)|vjrtam'<»  of  such  a  ratioiul 
«nl«f(i>f(  of  9ur  ouftcuDpti'jn  10  well  ciprened  bj  a 
rituftil  FriTDcli  writer  In  the  fulloving  vorda:  ''The 
bimmii  fooe  1  .  .  cculd  incrcofto  itH  welfare  aliDoet  aa 
fHdcli  l»y  a  IrtTttjir  nrd<:ririK  of  it*  couHumpUon  aj»  br  an 
iiii^ninAi'il  jirodiicEi'm  oi  woiiltlj,  aui]  UiU  witliout  an/ 
roiil   rHririirhmuiit  En  fXiiu^iiiijrtLiiii/' 

II  In  hi|{l>ly  i|nfiirrilil'>  tJiat  iii(*n  should  develop  their 

)ii|fh4»r  waiiiN,  uriil  Hh'>uM  liuvo  tho  iikcanti  t>f  maiiitaiuing 

ftlii^li  »tt*LndjiRl  of  living,    11  at i on al  economy 

flMiKM-id'   docN  ijoi  inifjly  tbo  non-antififaclion  of  doair- 

"        '        hIjIo   wnnU,   but    rdllicr    moans    abstmence 

truin  tiHoiiiM  or   injiirhnii   iu|Jt^<nilitii]'i;,  and   the   most 

oatniilolu  iitiliiHtloii  of  thiT  K^oda  dcvolud  to  the  satis- 

rcicUoit  of  lu^ooMhiiry  and  worthy  doairuH.     Theso  aspocta 

of  lUo  Hiiljrot  of  ooi.>nowy  rcqniro  B^nno  et>nfiidtration. 

J  lit).   Homo   kindn   of    ox[>ondi1uro    j>roiluco    ofTecta 

I^UIoh  aro  din^ctly  porniciona  to  tlioso  who  indulge  in 

Itful,^        nm^i  forms  uf  ootiHiiiuption.     Aiiything  of 

•■■■•■*'''■     ibiii  Hort.,  for  iiisUnci'  inti'in|icrimco,  nntlts  n 

'Vkftli  (or  ivndoi  ing  to  mioiHy  ihi*  Uijiboat  eorvice  of  which 

h^  l»  oupkUlo :  Aivd  Ia  oondoumcd  in  ndv^iLco  as  both 

wutvt^d  Hihl  immorul.    Mor«  need  not  be  said  hero 

i)k\wx  k'nuU  (tf  oonauntption  kki  not  ia  theiusel?ee 
dirvolly  ftrruiciiuifi,  but  may  aervrthvleas  bo 
^]»<«tKw»blQ,      Ltiruruuxs  vxponditUTvtt  in* 

jEAiv  c^lUracfor.     Kwry  otK'  kac»ws  thttt  ^xtraragmnco 
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mm  procIitj;alitj  oiist,  and  the  careful  obecrvor  will 
odmit  that  tlieae  cvila  ai-c  not  conliucJ  to  any  single  so- 
cial class.  Yet  it  is  ver^  difficult  to  frame  any  general 
defiQition  of  luxury,  or  to  eatikbliHli  any  general  prin^ 
ciplea  by  which  what  is  conuiioitly  termed  luxonous 
oj!|>endLtijre  may  be  judgod.  We  must  admit  tbat  men 
of  ^rcat  gQnia&  or  ability  hare  muuli  greater  nceda  than 
other  men,  and  that  tht^y  may  wisely  incur  cspeoditurca 
which  others  mt^lit  not  be  justified  in  making.  More- 
over, the  luxuries  cif  one  time  may  become  deeencies  or 
necessaries  of  the  succeeding  age.  As  Luveleye  aaya, 
"A  shirt  for  the  body  and  a  chimney  in  the  house  were 
great  luxuries  in  the  Middle  Agea ;  to-day  they  are  neeee- 
BitieB  even  for  the  poorest"  Furthermore,  it  acoma 
prch&ble  that  aome  espendituroa  that  might  be  called 
luxurious  tend  to  develop  finer  tastes  and  tho  Jiner  arts, 
and  may  in  this  way  produce  beneficial  effects.  A  eer-^ 
taia  amount  of  rational  luxury  id  not  to  be  iadiscrimi- 
nately  condemned. 

The  queBtion  of  luxury  appears,  thorofere,  to  be  a 
complicated  one;  nevcrllieletis,  it  la  poesitilo  to  lay  down 
cei'taio  general  principles.  First,  it  ia  cer-  ititior 
tain  that  tliere  exists  in  tho  world  a  large  i^io"- 
number  of  unsatisfied  wanU  for  the  comfnrte,  and  even 
for  the  nocoBsitics,  of  life:  iu  other  words,  multitudea 
of  human  beings  are  destitute  of  the  means  for  saLlafy^ 
ing  moat  prcasing  wants.  Every  luxurious  expenditure 
causes  a  sacrifice  of  the  means,  or  tbc  productive  power, 
availaLlo  for  the  satlafactioo  of  oLJjer  wauls.  The  money 
that  pays  for  the  millionaire's  palnec  might  have  built 
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ia  orpbiD  Mjrluaif  or  endored  s  colk^.  6iiK«  tlii«  ii 
tJie  OM,  we  h&re  the  feeling  tiiat  in  auj^  in9tan<:«  of 
Imunoia  eipendjture,  ttie  beneRtfi  derired  from  the 
oiittaj  should  be  in  Bome  raj  conuneoflurate  vilh  the 
ucrifice  iovolred.  If  miUions  of  dolUrt  are  Urifibed  in 
WtfPtotwot  duplay  during  a  hard  Hrinter,  rhen  mnlii- 
tddei  of  people  arc  oa  tijc  verge  of  otarration,  we  feel 
iliat  tliere  i«  an  immetisc  diaproportion  between  Uio 
plcafture  actual!;  denred  from  such  expenditure  atid 
the  pOMihle  good  that  mig)it  have  been  at^complighcd 
with  the  reAOurceft  thus  Bquai)dered.  Wliile  the  lavr 
AiTef  to  0T0f7  one  the  undoubted  right  to  expend  hia 
property  in  wLalcver  manner  he  may  dc^iro,  yet  there 
9ii»tn  a  tfrowin^'  fcding  that  the  poaseaaton  of  wealth 
liijj>oflc»  upon  a  person  the  moral  obligation  of  admin- 
iatt^ring  that  wealth  aa  a  aocial  trunt  Tbis  obliguLion, 
moreover,  ia  aa  binrlmg  upgu  the  poHfteaeors  of  amall 
uieomeA  an  upon  thoeo  nho  enjoy  great  rich^^a.  This 
feeling  was  exprcBHod  by  Kx-mayor  Hewitt,  of  Now 
York,  in  hia  npeeob  at  the  recent  dedication  of  the  new 
buildiogM  of  Columbia  University.  Speaking  of  the 
utiivur»ty,  Mr.  UtiwitL  Buid :  "  It  will  not  laek  lite 
moans  of  uvefulneas,  nor  the  opportunity  of  expanding 
Itii  Inlluenee,  whon  the  rich  men  of  our  city  realize  the 
opjwjrtunity  which  it  afforda  for  making  the  milliona 
wliicb  tlioy  control  fulfill  the  duty  imposed  by  the  poa- 
Meuion  of  woaUlii  and  by  vbicb  alone  its  poseesaioii  can 
be  jiiHtified,"  On  these  pnnciplea,  luxurious  expendi- 
ture cau  ho  jiiHtifk^l  only  when  its  results  are  propor-' 
Doanis  to  Uio  eacriljcc  involved.     Eiceesive  luxury  is 
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a  riol&tion  of  the  moral  obligation  incumbent  ujion  tho 
poasesaor  of  wenltb  to  administcE^  bia  property  aa  a  trust 
for  the  welfare  of  Bociety, 

§  57.   We  have  next  to  coni^idor  the  quoation  of  ecoii- 
cmr  IQ  tho  use  of  gnoda  dDvot€d  to  tlie  Batisfaction  of 
r^aflonfible  and  desiralilo  vantg.     Probably 
more   loss  is  produced  b_7  waBtcfitlncas   in  ueip^ikaiioB 
tbis   department   tban  I'a   caused  by  imdc- 
flirable  consumption.     Economy  in  productive  consump- 
tion will  btJ  treatod  of  in  the  chapter  devoted  tn  pro- 
duction.    At  tbis  point  wo  shall  bo  concerned  mainly 
vitb  economy  in  c  on  sumption - 

The  statiaticB  of  family  consumption  previouBly  pro^ 
aentcd  show  that  families  whoao  incomes  r&ngo  from 
*200  to  $1200  per  year,  spend  from  60  to 
91)  |ter  cent  of  tlii^lr  incomes  for  the  nidi-  vortuMnf 
nary  household  expenses  of  rent,  food,  fuel,  "wnr^ 

light,  and  clothing.  These  e:^pensea  fall,  as  a  ride,  to 
the  direction  of  tho  wife  and  mother.  Economy  in  the 
cxpondlturo  of  from  60  to  90  per  cent  of  tho  income 
of  the  ordinary  family  depends,  thcrefoi-c,  mainly  upon 
the  skill  and  intelllgciice  of  the  women  who  adminifttcr 
the  affairs  of  the  honflei»ol<3.  Hero  ''a  penny  saved  i» 
a  penny  earned/'  and  the  practice  of  houBclioId  economy 
has  been  hitherto  the  chief  economic  function  of  womenp 

It  has  been  demonstrated  that  thero  is  _ 
a  great  deal  of  waste   in  family  consump-  nuapUvDif 
tion,  tlje  real  extent  of  which  ia  not  at  all 
appreciated.     The  chief  item  of  loss  is  in  connection" 
with  the  expenditures  for  food.     If  we  place  the  aver- 
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age  income  of  an  American  farailj-  at  $500,  —  and  it 
will  not  great!/  esceed  tJiat  figtirt?,  — then  n<?aily  ^ii.'iO 
of  tliia  amount  Ib  eipendetJ  each  year  for  food.  Wasto 
ocaiiM  in  any  or  all  of  the  following  ways:  (1)  Need- 
leasly  eKpcnsirc  foode  coutaininf;  little  real  nutriment 
are  used ;  (2)  there  is  n  failarc  to  select  the  foods  best 
BUited  to  the  needs  of  the  family ;  (3)  a  great  deal  ia 
thrown  away  which  ought  to  he  utilized  ;  (4)  bad  jirepu- 
ration  of  tlie  food  caasett  it  to  Ir^sc  nuich  of  the  uu- 
triiDont  which  it  does  contain;  (5)  badly  constructed 
ovens  diffuse  heat,  hiBteod  of  con6ning  it,  and  causa 
enormous  Iobs  of  fuel.  Wo  shall  state  less  than  the 
truth  if  we  estimate  that  fully  one  hfth  of  the  money 
ex|»endcd  for  food  ia  absolutely  wasted,  while  the  eseess- 
ive  dpenditure  oft.Gn  faila  to  pronde  adequate  nutri- 
tion. In  this  niamior,  tt'ti  per  ctnt  of  the  income  of  tha 
average  family  \%  uselcsaly  squnndered.  This  means  a 
waste  of  $50  out  of  each  family  income  amounting  to 
1600.1 

Destruction  by  fire  forms  another  enormous  Item  of 
oconoiuie  waste.  Moat  buildings  are  examples  of  what 
Mr.  Atlcm&in^  cbIIh  "eoinltitatible  architect 
ture,"  and  progress  in  slow-huniing  or  fire- 
proof conatmctlon  haa  been  Ter-y  slow.  The  methods 
of  insuranco  companios  have  fretjuently  put  a  premium 
upon  inceudiariflm,  while  ignorant  or  willful  carolcBsnesa 


1  Sm  ATEjyso.'f)  TLe  Science  of  NutriUoD ;  Atviteh,  Fock]  WaaLd 
in  AiaetJran  llnuKeFtoIiEs, 

*  Saa  At£L*aotc,  Slon-BurmiLg  CDnvtructiDDj  Oar  Enormaiu  Lov  bf 
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often  enough  complctea  the  work  of  destruction.  In 
1886  tfie  pruiwrty  dewtroj'ed  by  fire  in  tljt  Diiiti^l  Stetes 
waa  vahied  at  .$100,000,000.  Eiglit  vcara  later,  ¥r  At- 
kinsoii  found  U»at  *'the  masters  of  combustible  architec- 
ture'' hfld  improvo^  upon  their  own  work,  auj  that  Uio 
'*  laat  year'a  ash  heap  of  tbo  United  States  **  represented 
property  worth  J^l 5 0,00 0,0 00,  Further  illustratious  are 
not  needed  to  show  the  posaibility  of  vastljr  iucrcosing 
the  satisfat^tions  enjojed  by  our  people  without  lucreoa- 
lag  the  production  of  wealth  in  any  degree, 

3  63,  Having  treated  of  spending,  the  liist  use  which 
can  be  made  of  acquired  wealth,  W6  uo^S'  come  to  a  oon- 
Bideration  of  aaviiigtthe  second  use  to  which 
wealth  may  be  put-  Saving  iLivolves  much 
more  than  the  mere  acb  oF  8jiending  leHS  than  one  re- 
ceives, and  its  ultimate  coueequcnces  require  eeuHidera- 
ble  explanation. 

Saving  maj  take  the  form  of  merely  aetting  aside  or 
storing  up  either  money  or  uacful  coinmodit'iea  in  such 
a  way  that  they  remain  idle.  This  is  called  Twofmiu 
hoarding,  and  may  or  may  not  be  a,  uacful  ''■^^- 
ai:d  necessary  way  of  providing  for  the  futui-e.  In  early 
times,  or  in  periods  when  property  has  been  insecure, 
thU  hcs  boon  the  pniicipal  way  in  which  saving  has 
been  efTected.  Hoarding  may  be  carried  to  euch  an 
extent  a&  to  load  to  scarcity  of  the  go^jds  offered  in  the 
market  But  in  modem  times,  most  saving  takes  & 
second  and  very  different  form.  NL>wadiiys  people  aavo 
wealth  mainly  by  investing  it  in  some  productive  enter- 
priae.     With  security  of  property  assuredj  men  prefer  to 
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mveftt  their  saviugs  in  productive  industrf  r&tlier  than 
to  hoard  6urj)lua  wealth.  Tlic  rcaaoD  ifi  that  a  perma- 
nent income  may  be  secured  in  this  waj.     The  invest^ 

nicut  mny  h*i  lu^c  directly  by  the  person,  or  JudireL'tly 
thruugU  a  b^ik,  to  which  the  vork  of  investing  savings 
DUjr  be  intrusted.  Investment,  evidently,  ia  the  very 
iV[^K»ite  uf  boarding,  ll  does  nut  withdraw  goods  from 
UHU,  but  iuvcaU  them  where  tboy  may  aid  to  incrcDsu 
future  production.  While  to  some  extent  hoarding  stili 
takuH  place,  for  Ibe  m^&t  part  Baving  means  useful  in- 
Testmeut,  and  not  withdnivral  of  wealth  from  use. 

Let  ns  compare  the  resulIpS  of  i^rlug  and  spend- 
ing. The  French  economist  Leroy-BeauUeu  has  con- 
sirtDB  loa  trasted  the  two  ae  follows :  '*  The  man 
■peoaipv.  who  Ba^eB^  in  case  he  invoats  his  savings 
directly  or  indirectly,  spenda  as  much  and  makes  aa 
much  work  as  the  prodigal,  or  the  man  who  spends 
hiM  entire  income*  But  the  object  anJ  the  res^Jt  of  tJie 
BpenduLg  and  the  work  are  different."  Saving,  "in 
place  of  making  work  for  upbolsterera,  hair  dreaaers, 
lace  makers^  meat  cooks  or  pastry  cooks,  makers  of  fine 
carriages,  etc.,  makos  work  for  masons,  baUosters,  vino- 
drossors.  machine  builders,  and  other  workers  of  the 
same  sort."  Saving,  then, usually  meane  epeuding ;  but 
It  means  sftL^nding  fur  the  future,  not  for  the  preaenh- 
Saviiig  means,  therefore,  not  a  decrease  in  the  demand 
for  commodities ;  but  usually  a  demand  for  future  goods 
in»tead  of  present  goods,  for  the  tools  and  materials 
necQOsary  to  future  production  rather  than  for  the  prod- 
uct* of  present  or  past  industry. 
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Onr  an&lj'Aia  af  the  results  of  saving  ennblcB  na  to  Boe 
At  once  the   abeuzdlty  of  the  idea   tliat    rccklGsa    aud 
waBtoful    ^xpondttLire  c^n   ba  appro^-od   be-  "spudlu 
caoflC  it  makoH  trade  good.     Saving  makca  ^^trado 
trade  good  and  causes  a  demand  for  pind-  f««-'* 
ucta  just   as   truly  as   diics  spending.      But  spending 
incongider&kly    leads   to   the   destrHcUoa  of    utilitiefi; 
saving,  to  tliB  ulttniata  iiicreaBe  of   producLlou.      Yet 
roany    intelligent    people   and    many    important   news- 
papers often  escuso  extrav&gLince  and  profusion  on  tbo 
ground  that  tboy  make  ti-ade  good,  and  give  employment 
to  labor. 

TfTO  reascna  make  eaving  a  desirable  habit  in  any 
people.  Firsi^  it  cannot  be  repealed  too  often  Uiat  the 
first  economic  duty  of  every  man  18  to  make  pninmny 
himself  a  aelf-Bupporting,  independent  mem-  ^tf"'!^- 
ber  ol  society.  In  order  to  do  this  it  is  necessary  to 
save  the  mcand  for  supporting  one's  self  intiraea  of  sick- 
neee  or  lack  of  employment,  and  also  to  make  provision 
for  old  age.  Saving  may  also  he  ncceHwary  in  ordei'  to 
maintain  the  unity  of  the  family  upon  (ho  death  of  the 
father.  But  a  »t*>ond  powerful  reason  makes  saving 
ft  desirable  thing.  Modern  economic  life  depends  npoa 
the  OAtensivo  use  of  capital  in  pruduction.  Through  tho 
means  of  capital,  man  is  gradually  subjugating  naturo 
and  substituting  natural  forces  for  human  labor.  T^,o- 
nomic  progreew  demands  the  constant  creation  of  neur 
capita],  and  capital-formation  invcjjves  a  willingnonfl  to 
prefer  future  goods  to  those  which  contribute  alone  to 
present  enjoyment. 
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§  69-  We  ha^e  swn  that  human  wants  are  the  cause 
of  mana  economic  actiritiee.  Human  wants  create  a 
demand  for  certain  coramoditiea  and  aerncea 
which  can  he  secured  only  IJirough  labor  or 
aacnfice  of  aome  sort.  In  order  to  meet  nuch  a  demand 
for  commoditiea  and  aervioes,  all  economic  actirities  are 
directed-  It  will  be  well  to  close  this  chapter  by  a 
geae^  statement  of  tlie  taw  of  demand. 

Since  buiDaQ  waata  are  aatiablo^  a  eingle  nnit  of  any 
commoditj  will  poaaeaa  for  anv  |>er3on  or  groap  of  per<- 
aona  a  decree  of  utility  that  couatantlj  de- 
creases &a  the  euppir  of  the  commodity  is 
iacreuied.  At  any  moment*  moreorer,  the 
importanfe  wliidi  men  will  attach  to  any  single  unit  of 
the  BDpply  Till  depend  npon  the  utility  of  the  la£t  or 
mar^nul  unit.  Men  will  demand  first  thoao  commodi- 
tk8  vboee  marsiuAl  utility  mo£t  e:(ceedd  the  coat  or 
sacrifice  ne«e«8ary  to  obtain  them  Thev  will  cease  to 
demand  any  commodity  aa  soon  aa  its  margioal  utility 
Ofinm  to  exceed  it«  coet. 

In  obtsuQing  desired  commi:  tUiea  we  are  conmtonlv 
ain«d  upon  to  aacrifice  money,  and  we  need  to  baae  otir 
Btatement  of  the  law  of  dema&d  upon  thia 
fact  Money  confera  npou  ita  pOBBoanv  m 
general  purchaain^  power,  and  a  tmit  of 
DKmey  haa  to  each  iudividoal  a  ceMain  importance  baaed 
npon  itB  ability  to  procure  aaliafartfona  of  aJl  &ort&  A 
van  with  aa  annual  incoraa  of  #500  koowB  that  ona 
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dollar  repreeentfi  one  Sv^huudrcdtli  part  of  Mb  total 
power  each  >ear  to  purchase  commodities.  The  eigaili- 
c&Dce  of  a  dollar  to  tt  ncli  man  is  generally  mucli  lesa 
than  ita  importaace  to  &  poor  luaa.  As  a  [^rson^» 
supply  rjf  inoDey  iticroaHes,  tho  mnr^^ijtail  utility^  or  waiit- 
satisfying  power  of  the  innrginal  unit,  of  money  con- 
stant]}' tGDda  to  become  fiioaller.  Nei'ertiieteaa,  every 
oae  haB  a  cortaic  general  idea  of  tho  importance  to 
himself  of  the  general  purcliaaiug  power  represeabod  by 
ft  dollar;  fiad  every  one  ia  couataatly  called  upon  to 
estimate  the  s&orifLce  which  EJje  eipeuditnre  of  adoll&r 
may  involve.  We  may  aay,  therefore,  that  demand  is 
determined  by  a  comparison  of  the  marginal  utility  of 
commodities  with  tM  marginal  utility  of  money,  MeiT 
purchase  those  commodities  whose  marginal  utility 
most  greatly  exceeds  the  margiud  utility  of  the  money 
required  to  purchase  thera. 

§  70.    We  call  tlie  demand  for  a  commodity  large  or 
small   aB    the    number    of   units   of    that    commodity 
demanded  by  the  public  is  larger  or  smaller.  _ 
Now  the  extent  of  demand  will  vary  aecord-  nawsiie- 
ingto  changes,  (1}  in  the  marginal  utility 
of  the  commodity,  (2)  t^e  money  cost,  ond  (3)  in  the 
meauB  or  wealth  of  the  purchasers  or  consume;!'*!.     This 
may  be  illustrated  by  (be  three  following  cases  : — • 

1.  ir  the  price  of  sugar  remains  unclisnged,  say  ten 
cents  per  pound,  then  tho  number  of  pounds  that  will 
be  demanded  will  depond  solely  npon  tho  utility  oE 
sugar.  At  Olio  time  it  may  be  that  consumers  will  aae 
10,000  pounds  of  sugai^  before  tho  miirginal  ntUitj  q£% 
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single  pound  falla  so  low  that  no  one  would  care  to 
sacrilico  tea  cents  in  order  to  purcLase  on  additional 
pound,  ^ow  if  tastes  cliciDgo,  it  mciy  happen  that  coa- 
aumcre  will  buy  15,000  pounds  before  the  naar^nal 
utility  of  a  single  pound  fjtlls  below^  ten  centa. 

2-  On  the  other  lianil,  let  uh  suppose  thiib  the  uLilitj 
of  sugar  remaiUH  miulmngt'd.  Al,  a  piico  of  ten  centi 
a  pound,  we  have  aeon  that  10,000  pounds  will  be 
demanded  by  the  conBumerB>  Now  if  the  prico  bo 
reduced  to  five  cents  a  pound,  the  number  of  pounds 
demanded  may  increase  to  15,000.  The  reason  for  tLid 
increaBed  demand  ia  that  the  reduction  In  tlie  marginal 
utility  of  a  pound  of  augar,  caused  by  the  increase  of  the 
supply  to  15,000  pounds,  is  offset  by  the  reduction  in 
eoat  or  sacrifice-  The  reduced  cost  leaves  a  surplus  of 
utility  over  sacririce,  although  the  marginal  utility  haa 
decreased. 

8.  Suppose,  ftnalt/t  ^^^  hi^ih  the  marginal  utility  of 
sugiirand  the  price  remain  th^^aame,  but  that  the  WL*alth 
of  the  consumers  is  increased.  Then  tlia  marginal 
utility  of  the  Qve  cents  required  to  purchase  a  pound  of 
sugar  will  decrease  for  the  majority  of  the  consumers. 
Under  aoch  circumstances  more  than  16,000  pounds 
may  be  purchased  before  the  marginal  utility  of  a  pound 
of  sugar  falls  below  the  marginal  utility  of  five  cents. 
Tbu9  tJie  increase  in  the  wealtli  of  tbe  oonsnnicrs  may 
serve  to  increase  the  demand  for  sugar  to  20,000  poimda 
at  the  price  of  fire  cents  a  pound.  It  would  have  ejcactly 
the  aamo  cEfoct  as  a  decrease  in  the  price. 

§  71,  The  laM*  of  demand  may  be  Bummcd  up-     Firsts 
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the  demand  for  any  commodity  will  rary  directly  m  its 
mai^nal  utility^,  the  cost  being  assumed  to 
remain  the  same.  Second^  asBuming  the 
utility  to  remain  the  same,  demand  wUl  vary  according 
to  the  price.  Third,  changes  in  the  wealth  of  the  con- 
sumers act  exactly  like  changes  in  price.  An  increase 
of  wealth  lowers  the  marginal  ntility  of  money  and 
increases  demand,  while  a  decrease  of  wealth  has 
precisely  tiie  contrary  effect 
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CHAPTER  V. 


THE   PIlODUCnON   OP  WQALTH. 


L   Prodnction  in  Generai. 

%  72.  The  production  of  wealth  does  not  meau  the 
creation  of  mitenal  things  which  did  not  prcvioual/ 
exist.  Human  powers  are  unahle  to  create  uen^jtiniiii 
matter,  and  the  utmost  that  man  can  do  noflucacm. 
IB  to  produce  utilitiea.  Production,  therefore,  meona 
chan^ng  the  form  or  the  rolationa  of  matter  bo  that  it 
becomes  better  able  to  satisfy  humaa  wants.  Wood  or 
iron  may  be  changed  into  the  form  of  housea  or  mtt- 
cbmea ;  seeds  ma/  be  pluced  in  the  ground  wbero  natural 
forces  act  npon  tbem  and  result  in  the  growth  of  plant 
Jife;  Dakota  wheat  may  be  transported  to  Liverpool, 
gaining  increased  utility  hj  the  chan^  of  place;  but 
in  all  such  caees  material  objects  and  natural  forces  are 
merely  bo  adjusted  that  tliey  acquire  a  new  power  to 
satisfy  wants.  Ptoductioii  may  be  defined,  therefore, 
as  ^^  the  creation  of  utilities  by  the  application  of  man's 
mental  and  physical  powers  to  the  physical  universe^ 
which  furnishes  materials  and  forces/' ^ 

Evory  increase  of  utilitios,  however,  is  not  the  result 
ofhainan  activitJea  directed  expressly  for  that  pur posa 

^  See  Ely.  OutlEuea  of  Ecouomlca,  SO; 


216 


PKINCIFLBS  OF  ECONOMICS. 


Wc  Lavoseon  that  dianges  in  }kuma.n  vanta  and  tastes 

maj  increase  the  want-saiisfying  power  of  goods,  or 

may  destroy  it.      The  utility  of  a  pieco  of 

tiflowMcB  i»  Ittiid  niay  be  increased  by  the  natural  growth 

'  of  the  community,  when  no  labor  is  oxorted 

directly  to  incrc^ise  the  usefuIncHB  of  the  particular  tract 

of  ground-     Varloua  accidcnla  which  in  no  way  result 

front  liiiEJian  elTot't  tiiiiy  suddcjily  incrcHse  the  utility 

of  many  kinds  of  wr^alth*     AU  euch  vaye  of  creating 

utUitiea  are  not  to  be  considered  economic  production. 

It  hoB  somotimcs  boon  thought  that  bodqo  forma  of 

iiiduatry  arc   more  productive    than   others-      But  our 

_  luialysis  of  the  nature   of    production  baa 

Of  Tflnuu       sliown  us  tlmt  the  farmer*  Iho  imiuufacturcr, 

the  railroHd   einplujeo,   and   the   merchnnt 

ore  all  alike  engaged  in  rearranging  or  adjuatiiig  mate- 

rialB  in  such  a  way  that  an  increase  of  utility  results 

fmm  their  lahors.     The  mnnufacturcr  and  the  railroad 

engineer  are   osaisted   by    iiatuml   forces  to   tho   sa.me 

extent  as   the    farmer.      Moroorcr,   such    workers   as 

terichers,  doctors,  lawyers,  judges,  policemen,  aohJJers. 

domeslie  stTvnuts,  and  the  like,  diTcctly  conlribiito  to 

the  increase  of  utilities,  and  should  be  considered  prci- 

duotivo    laborers.      AU  useful  labor   ig   productive   of 

increased  enjoyment,  that  is,  of  increased  utilitiea,     Only 

miadirecEcd  or  iDcificicut  labor  is  unproductive. 

§  78.    Tho   labor  of  production    Involves    a    certain 

FniKiivN      amount  of  toil  wliicli  may  be  more  or  leas 

Md  wf iirto*.  disiipTeenhlp,  or  even  piiiiiful,  according  to 

fiostMncQA,     Some  khids  of  Uhor,  aa  ihe  labor  of  th^ 
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Bcliolar  or  of  the  artlat,  may  appear  to  be  pleafiumble  in 
tlicm^lves.  But  ia  niioat  such  cobcb  it  will  bo  faund 
tlmt  the  pleasiu'C  cornea  from  tho  results  of  the  labor, 
ratber  lUtLii  from  tlie  bodilj  and  mental  exertion.  For 
the  majority  of  prodiiceie,  labor  involves  Ijodily  falnij^ue 
OP  even  pain,  and  also  the  aacrifiee  of  desired  leisure 
and  enjoyments.  So  true  ia  this  that  it  ia  eUimed  with 
reason  thf^t,  if  the  fear  of  fitarvation  and  want  aliould 
be  removed,  moat  men  would  not  feci  any  incentive 
sufficieot  to  iuduee  LLem  to  carry  on  the  labor  of  pro- 
duction. It  should  be  emphasized  that  a  certain  amount 
of  well-directed  labor  (s  a  neuL*ssary  diaeipline  for  man- 
kind, and  that  "an  idle  bt-ain  is  the  devH'a  workshop." 
When  all  ia  said,  however,  the  fact  romains  that  pro- 
duction ncceaait^tes  BaerificO-  On  account  of  thia^  mca 
are  coiiBtantly  seeking  to  produce  wealth  with  less  lalwr. 
Thia  effort  to  economize  labor  \a  one  of  the  principal 
forces  that  lead  to  eciuiorniu  progress. 

Practically  all  production  requires  a  certain  amount 
of  time.     Many   weeka   have  to  elapse   between   seed- 
time  and  harvest,  several  months  may   bo  projocUon 
requii'ed  to  convert  trees  hito  ahouse,  while  ««■*"■  tim^. 
many  years  may  pass  before  the  conatniction  of  a  rail- 
roml  or  a  canal  can  lie  completed. 

§  74.    A  treatment   of  economic  production   should 
include  a  discusaion  of  tho  production  of  each  of  the 

two  kinds  of  economic  coodfi,  namclv^.  mate-  ^  , 

rial  goods  and  personal  services*     Yet  a  few  oon  ot  per- 

words  only  need  be  aaid  concerning;  personal 

services.     The  first  wants  which  any  auoQly  iiio&l  Vi^ 
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jsfy  are  tbe  wants  for  BubBiBtcDCQ  and  shelter.  At  an 
early  period  cerUin  personal  services  will  be  desired; 
and  anldiera,  lavgiveifl,  priesta,  and  domestic  servants 
may  a[>)>ear  in  any  society.  The  demacd  for  personal 
services  will  be  likely  lo  increase  as  fast  o&  tiic  industrj 
of  anypeople  beconnce  more  proditctire^so  that  a  smaller 
pr(.)portion  of  tbe  total  population  has  to  be  employed 
in  tbe  producstlou  of  uiati^riul  goods,  Tiio  general  ten- 
dency of  economic  progress  i«  to  enable  a  smaller 
nmnbor  of  workers  to  produce  tbe  material  weallb 
necesanry  for  civilized  bfCj  and  to  eot  free  a  larger 
number  of  p<^oplc  to  rondor  porsojial  aervices  of  all 
sorts, 


n.   The  Factopa  of  Pradnctloru 

§75.   Economists  La^^e  recognized   tbree  factors  of 

nuoine       production,  ^- nature ^    man    or    lal>or,   aod 

'■'^''■^  capital.     Man  and  nature    are   original    or 

primary  factors,  while  capital  is  a  secondary  or  derived 

factor, 

g  76*   In  a  general  way  nature  may  bo  said  to  assist  in 

production  by  Funitsbing  man  villi  Ht:iuJing-roomT  with 

materials,  nnd  with  cliomieal  and  physical 

rjKDr  Df        forces.    The  motor  forces  of  nature  Jiave  been 

pn4i>ctiim,     utilized  bv  man  principally  in  the  forms  of 

the  mUBcnlar  strength  of  animals,  the  motive  force  of 

winds  and  streafUB,  the  expansive  force  of  st^am,  and  tlie 

motive  force  of  electricity- 

A  detailed  claasification  of  nature's  contributJona  lo 
production  tn^y  nest  be  presented,    J'lVsf,  all  productive 
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loduatry  may  be  iufluenced  by  atmospheric  or  climatic 
conditions^  These  EifTect  nut  oiilj'  the  u-iiimal  And  vcge^ 
table  prodnctiona  of  a  country,  but  also  Q-MifictHntt 
the  vigor  and  character  of  the  inhabitants.  oTniiiirt'i 
Second^  rivers,  kkes,  and  scaa  should  be 
mentioned.  These  may  facilitate  the  transportation  of 
persona  atid  products;  and  may  furnish  man  with  fish, 
comls,  sponges,  ctc>  Rivers  may  also  supply  tlie  water 
power  tliat  turns  the  wheels  of  many  productive  inihis- 
tries.  Thirds  we  must  notice  the  coatributbus  of  the 
laud  surface  of  the  earth-  The  land  contributors  to 
production  standing- room,  plants  and  animals,  minenil 
treasures  hidden  for  the  mcjst  part  below  the  surface, 
and  the  mineral  and  regctable  elements  that  form  fer- 
tile soils.  Merc  situation  is  often  of  the  greatest  im- 
portance,  as  is  seen  in  tlio  case  of  a  city  or  country 
located  at  an  import^iut  point  alang  the  routes  which 
the  commerce  of  the  world  is  obliged  to  follow- 

Of  thi^  contributions  of  nature  to  production  some  are 
appropriable,  while  others  practically  cannot  be  rednccd 
to  ownership  by  individuals  or  hy  societies.  suDuarni- 
Land  Is  appropriable,  as  well  as  (be  proilutts  J^o^J*J^' 
secured  from  the  land-     Air  and  sunlight  are  ip*iwiiaWe. 
for  all  practical  purposes  not  appropriable,  except  in  so 
far  OS  the  enjoyment  of  them  may  depend  upon  access  ta 
oertwn  pieces  of  land.    The  waters  of  the  earth's  surface 
cannot  bo  appropriated,  except  in  cases  where  access  to 
Lliem  depends  upon  the  control  of  Und.     IiiUud  waters 
and  the  borders  of  the  ocean  to  the  extent  of  three  miles 
seaward  arc  appropriated  by  the  nations  that  control 
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odjacent  territory.  Tlie  appropriable  coEtribctiocs  of 
DBiure  are  actually  reduced  to  private  on'nerabip  aa 
aooii  a«  thcj  become  ecarco  relatively  to  bumao  K'atitB. 
Whtu  population  ia  scanty,  aad  men  Jcad  a  ziomadic  life, 
land  ifl  not  held  aa  private  property.  But  aa  numbera 
iucrvaae,  and  rinoccopied  land  becomes  scarce,  tbe  aol)  ia 
broogbt  under  private  ovnersLip. 

Some  writi?ra  have  attempted  to  explain  the  whole  of 
mau'a  social  aa  v-ell  as  tis  economic  life  by  reference  to 
wimmatd  tho  iuflucnce  of  the  natural  Borroandings  of 
fTflS^  each  commmiitv.  In  ibis  way  it  ia  aaid  that 
ufb  tbe  iulaitd  plaina  gire  rise  to  a  pastoral  form 
of  economic  life,  Umt  tlie  aeiislior?  causes  people  to  lire 
aa  (ittbermeo,  and  that  forests  produce  iLe  tribes  of 
hunters.  From  tbe  natural  affiliation  or  combination  of 
Uieee  three  forms  of  simple  economic  societies^  all  con^ 
plcx  or  civilised  eocietjca  are  derired-  But  such  a  ™w 
ciaggeralea,  as  it  is  very  easy  to  do,  the  extent  to  wbich 
natural  surixjunduigs  determtue  tbe  ILfe  of  a  people  ;  and 
it  negleeta  tbe  fact  that  maa  ia  a  thousand  iray»  may 
modify  hia  environment.  Man  can  reclaim  land  from 
the  sea^  can  irrigate  arid  lands,  can  tnnoel  tbe  Alps,  and 
can  cooatnict  a  railroad  tbroue;h  the  Eocky  Mountains 
or  ai^ross  the  Andefi-  The  ecoaomic  development  of  our 
ovn  country  baa  been  very  greatly  inducnced  by  natural 
cooditions.  Tbe  infertility  of  tbe  soil  of  Nev  England 
compelled  that  s««tion  to  utilize  lis  forests  For  ship  build- 
ing, and  Its  rapid  Btreams  for  po«er  for  mannfaeturing. 
The  feflile  soil  of  tbe  South  marked  that  section  out  as 
an  agricultural  r^oa.    The  rivers  of  the  Mississippi 
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Valley  helped  to  extend  actllemciilB,  and  to  facilitate  the 
rapid  growth  of  the  intericr  of  our  continent.  la  general, 
it  may  be  said  that  the  tendency  of  economic  progreea  la 
to  free  man  more  and  more  from  the  influeticc  of  nature- 
It  took  nearly  two  hundred  roars  for  tlngUsh  colonlflia 
to  advani^  their  settlcmenls  from  the  Allautic  coa^t  to 
tlie  valley  of  the  Mississipph  But  tlie  stEaniboat  and  the 
railroad  enabled  the  people  of  tlie  United  States  to  spread 
over  the  territory  belweon  the  Alleghanies  and  the  PacLQe 
m  three  quarters  of  a  century, 

/  §  77.  Liibor  is  humnn  exertion  or  effort  directed  toward 
''the  creation  of  econoiaic  goods.  It  is  poaaible  to  distin- 
guiah  between  physical  and  mental  labor.  tji»rBUe«nr 
In  eo  doing  one  should  remember  that  even  o'prodncuoa, 
the  rudest  manual  labor  requires  a  certain  araount  of  meti- 
tal  effort,  however  slight ;  while  mental  labor  may  requiro 
the  use  of  the  eye,  the  ear,  the  toaguo,  and  always  of  the 
brain.  Between  the  work  of  the  ditch  digger  and  that 
of  the  philosopher  there  may  be  endlesB  rarietiea  and 
degrees  of  activity ;  but  all  kinds  of  labor  involve  lioth 
pliysical  and  mental  exertion^  and  differ  from  each  other 
only  in  the  degree  in  which  the  mental  or  the  physical 
elements  predominate. 

lb  will  he  found  useful  to  classify  the  different  forma 
of  labor,  as  follows  :  — 

1.  DiacoTery  and  invention. 

2.  OccupatLoOi  or  the  procuring:  of  the  ^ifts  cuMncadiHi 
of  nature;  o.  5.,  gathering  wild  vlanlf*,  hHciting  kia^TSbo 
wild  auimalB,  extraetmg  mineruU  from  tho  entth. 

3.  Production  of  matJ'rnals  by  utilising  natural   foreea 
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SO  aft  to  produce  cliiinges  of  form;  e.ff.^  agriculture,  fttoclc 
breeding, 

4.  Mauarac^turc,  ortrniiBforming  raw  mat^^Hala  into  ueeful 
prothicta 

5.  TrDiiieportatioji  of  comTnodltjea  nnd  persona.  Place 
utilities  are  produceil  in  tJuB  way* 

6.  Exclifliiging  products  aTid  ecrviocB.  All  kiuds  of  cora- 
morcial  eiiterpri8us  nre  Include  L^re. 

7-  Oc^mziug  arid  fluperintcading  productive  icdustrieii- 
An  eftieiout  organizer  and  Bupmnlendent  ie  the  most  aseful, 
beuce  most  priHluotivt,  man  in  a  factory. 

8.  PrerentJou  of  loss;  e,  g.,  firemen,  lighthouse  keep- 
era,  eto> 

9»  Kendcrbg  personal  aorvicoa  of  an  economic  character* 
Tliis  includes  donie^itic  servauta  at  one  eslreme  and  mumberfi 
of  the  leartied  pnifeflikms  at  llie  otiier.  TJjow  persons  who 
make,  interpret,  and  enforce  laws  are  also  included-  Such 
eerrieoa  arc  productive  directly  of  utiJitiea  wbicli  have  an 
economic  aigniflcanpe.  Indirectly  they  may  lead  to  a  great 
iucreaHeof  materinJ  vrealtli ;  o,^.,  the  serFiceaof  tbeHclentlfll 
or  eductttor- 

The  last  two  censuses  of  the  United  States  ahowed 
that  tbo  workers  of  this  coimtrv  wei'o  distributod  amon" 
tlie  various  occupations  as  foUowa :  — 
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The  labor  of  production  invotvcs  Baurlfice,  and  evea 
pain.     Vet  lator  is  a  necessity,  for  without  it  "  mankind 
would  uecossarily  pertah  off  the  face  of  tbe  _ 
globe  ereu  if  &U  Boila  woro  fcrtUo  and  all  imyotttGe 
climates    teiQ|)crato,"     Labor  id    not,  li^w- 
ever,  an  end  in  itself,  but  merely  a  uieiiiiB  to  tbe  end  of 
Hatidfyiug  human  waufs.    Mauy  |x<rsDua  often  act  on  the 
principle  tliat  whatever  makes  work  for  men  to  do  19  a 
blesBiugf  nnd  whatever  lessens  luboi'  ifi  on  injur}'.    From 
the  point  of  viow  of  the  workman  directly  allectcd  by  it, 
a  labor-Aaving  machine  ia  often  regarded  a6  an  enemy; 
but  from  the  point  of  ?ic^  of  the  general  public,  cheaper 
meUiutls  of  production  ure  a  very  (ifsiru,hle  thing. 

Tbe  efficiency  of  a  laborer  depends,  fint^  upon  hie  indi- 
vidual characlenstica,  and^  aet}i>nd,  upon  the  wisdom  with 
which  hla  labor  ie  employed  and  directed,  —  m^  ttaoacr 
that  ia,  upon  induatriai  organization.  Post-  "'i**^- 
poning  for  a  time  the  second  factor,  we  will  now  consider 
individual  endowments  and  abilities  as  causes  afTecting 
the  eflieicney  of  labor.  In  tliis  particular  the  most 
marked  differences  exist  between  various  groups  of 
laborers.  The  inherited  strength  or  vigor  of  tho  work* 
man  is  one  important  cause  of  hie  elHcioncy  or  incfll- 
cicncy.  Hen  of  one  race  may  exceed  by  one  hundred 
per  cent  men  of  another  race  in  mere  mui^cular  Htreugth 
Of  in  capacity  to  endiiif-  toil,  Aapiired  kjiowledgGj  skill, 
and  dexteiity  are  second  causes  of  efficiency.  Many 
workers  show  an  utter  inability  to  learn  io  do  any* 
thing  in  a  really  thoro^jgh  manner.  Good  food  and  com- 
(ortable  shelter  are  tliird  rcquisitoa  of  efEectivo  lo-lMr. 
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Underfed  laborers  lack  vigor  and  onergy,  ^bile  ua- 
heolthy  lodgings  enfeeble  the  workman  and  cause 
diaco^c  The  mental  and  moral  qualifications  of  tlic 
kburer  form  foLirtb  factors  of  tfticiencj'.  IiitelligciiL 
and  conscientious  workmen  require  less  superintend- 
ence, can  be  intrusted  witli  wort  for  wLich  anj^  otherg 
are  unsntted,  and  prove  most  Gffective  and  least  wafito- 
fuL  Finally,  the  Bocial  esteem  in  ^bich  labor  ia  held 
and  the  social  position  accorded  to  the  laborer  arc  fac- 
tors of  tlie  utmost  importance.  Where  labor  ia  con- 
sidered honmuble  service^  and  wbere  ail  opi^ortunitien, 
political,  economic,  and  social,  are  open  to  the  man  who 
renders  most  eiTeclive  service,  laborers  will  display  en- 
ergy and  ambition  which  will  vastly  increase  the  value 
of  their  work.  The  contrast  between  the  United  States 
and  m&ny  other  countries  is  most  marked  in  tbia 
particular, 

§  78,    The  number  of  laborers  in  any  country  will  (de- 
pend upon  the  growth  of  population,  and  the  question  of 
TUcBDrouof  population  deserves  attention  at  this  point 
^*^^'  The  natural  growth  of  population  dcpenda 

upon  the  proportion  which  Urtha  bear  to  deaths.  In  a 
community  of  10»000  perauusj  300  hirtls  or  deaths  per 
year  will  give  a  hirth  or  death  rate  of  30  per  thousaud- 
If  both  the  birth  rate  and  death  rate  are  30,  then  jKjpu- 
latiou  will  remain  stationary.  If  the  birth  rate  should 
inci'ease  to  35  and  the  death  rate  fall  to  25,  the  anjiual 
inorcoae  of  population  would  be  10  per  tboueand,  or  one 
[jer  cent.  In  1892  llie  birth  rntos  of  diifercnt  European 
cuuntries  varied  from  40.3  in  the  caac  of  Hungary,  tu 
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22.1  in  the  casa  of  France;  while  death  rates  varieJ 
from  35  in  the  cago  of  Huntrary,  to  17.8  in  the  case  of 
Norway,  Thua  Hungary's  large  birth  rato  was  offaot  by 
her  large  dc&th  mte,  so  that  tho  net  incrcaee  of  popnla^ 
tion  WHS  only  5.3  persons  for  each  thouBAnd  inlmhitants. 
On  the  other  hand,  Scotland,  Norway,  and  German^-,  tlie 
couittriefl  Bhowing  the  largest  net  increase  of  population 
in  that  year,  had  smaller  birth  ratc^a  but  much  emalter 
death  rates,  aa  follows  :  — 


QDunbT, 
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Ne(  IiiLiiiM. 
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24.1 

• 
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At  the  present  moment  the  popwlation  of  civilized  coun- 
tries ia  generally  increasing.  Within  Giie  hundrrd  yearn 
the  population  of  Eiirojfe  has  increiiHed  from  175,000,000 
to  more  than  357j00O,O0O.  At  the  same  time  the  birth 
rate  shows  a  eanatant  decreaae.  This  has  been  more 
than  balanced,  however,  by  a  largo  dccreai*e  of  the  death 
rate,  so  that  the  not  result  has  been  a  gain  in  popuW 
tion.  In  the  Umted  States  vaoant  landn  have  afforded 
ahundant  room  for  millions  of  immi^rantn,  ao  that  the 
growth  of  numbers  has  been  remarlcably  rapid. 

Manifestily  the  inerease  of  population  is  limited  by 
tho  ability  of  mankind  to  procure  from  the 
earth  necessary  subsistence,     Pnring  the  last  fn^wiJior 
century  the  productivity  of  irduatrfhas  so 
increased  thst  the  landa  of  civilized  cotmtries  are  able 
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to  s:(p|>ort  krgflly  increased  populations  in  far  greater 
comfort  than  smaller  numbei's  formerly'  enjoyed^  Wealth 
hae  increaacd  much  (nalev  tliaa  population.  On  tite 
other  liaad,  it  inoy  be  said  that  the  present  rata  of 
iccreafld  of  oumbcrB  caonot  be  maintatncd  Foruver.  If 
tlio  populntion  of  tlie  world  ahoidd  coiilinuo  to  douhle 
%rtry  one  hundred  years,  as  thut  of  Europe  has  actually 
done  OuriiLg  the  past  ceiiturj^  there  would  bu  nltinkotely 
more  people  in  the  world  than  could  find  mere  atauding- 
room,  to  aay  notliiiic  of  subeiatonca  Population  doea 
not,  however,  increase  inderinitcly  in  any  auch  ^i>- 
metricnl  I'atio.  In  uncivilized  couiitricB  famine  iLod  jr('»- 
tilencc,  if  no  other  causej  keep  down  numbers  to  the 
limitB  impoaed  by  llie  available  supply  of  food,  Tho 
majority  of  civilized  men  prudonlly  restrict  tho  growth 
of  population;  so  that  it  may  happen,  as  has  been  the 
case  during  the  lat^t  hiiudrod  years,  that  wealth  of  all 
kinds  inerf^naoH  faster  than  nrimhers. 

A  word  should  be  said  coneeriiing  the  influences  whieh 
eauso  tho  population  of  oirilized  countries  to  adjust  itseli 
n^iuuutf    to  the  ability  of  tho  people  to  increase  the 
irfiiTi^.        production  of  wealth.     Each  daaa  of  people 
in  any  aot^iety  is  accustomed  tii  enjoy  a  greater  or  less 
amount  of  the  comforts  or  Tnxnries  of  life.     The  amotrnt 
of  comforts  or  hixuriee  customarily  enjoyed  by  any  cIqbb 
,  of  men  forms  tho  "standard  of  living"  of  that  class* 
Frudent  people  will    not  marry  and  assume   the  bur- 
den  of  the  support  of  a  family  until  tliej  possess  in- 
comes that  will  enable  (horn  to  maintain  themselves  in 
tho  same  degree  of  comfort  that  they  have  been  accuS' 
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tomed  to  enjoy-  In  proportion  as  people  nre  prudent 
enough  to  insUt  cii  mtimUming  their  cuBtomary  stand- 
nrd  of  liriag,  or  otod  to  dceiro  to  raiao  thoir  staodardf 
the  number  of  maiTiagCB,  auJ  hence  the  numbers  of 
the  population,  will  bo  aJju^lX'd  to  the  limita  iaiposcd  bj 
the  amoiiot  of  wealth  pusnier^ac'i]  by  such  iierBuns. 

Tha  BtauiJard  of  living  is  not  fiseil,  but  may  Le  either 
raised  or  lowered.  Educational  inJliicnces  which  aroiLse 
new  ani  higher  wauta  tend  to  loud  peupLe  ineiuwairt 
to  demand  aa  increased  ahai'e  of  comforts  or  J^JJ^JJw* 
luxuries,  and  tend  bo  deter  men  from  aasum-  ivwerttf. 
ing  the  burJena  of  a  family  nntil  aagurcd  of  the  means 
of  maintaining  the  higher  standard  of  liriug^  On  the 
otiier  hand,  there  are  considerable  numbora  of  people  in 
any  commimity  who  roiee  f&miUea  which  they  have  no 
prospect  of  being  able  to  support  in  a  maimer  which 
vlll  be  considered  comfortable  or  decent,  even  by  mem- 
bers of  the  sociat  claaa  to  which  they  belong.  Such 
people  constitute  a  large  part  of  our  pauper  classes,  and 
have  no  one  but  themselvca  to  blame  for  the  suffering 
caueed  by  their  owu  reckless  conduct  In  othor  eases, 
through  misfortune  or  a  commercial  ci-iais  a  family 
which  was  once  accu9tomed  to  a  high  standard  of  living 
may  bo  unable  to  mainUiin  auch  a  rtLaudard,  and  may 
suffer  want  through  no  fault  of  its  on'n.  When  lliiti 
happens,  the  great  danger  is  that  the  family  may  become 
accuBtomed  to  the  lower  plane  of  livings  may  lose  ambi- 
tion to  improve  its  position,  and  may  remain  perma- 
nently on  a  lower  level  of  economic  life* 

1  Sm  Wauckr,  The  y^%gtn  i^iuutiiiii,  SL-S& 
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Many  interesting  facts  illustrate  Lbe  manner  in  which 
tlie  growtJi  of  |jujiu1atIoTi  ts  adjusted  to  the  ease  with 
which  the  ai'ailable  wealth  of  the  coiumuDlty 
will  iiermit  a  family  to  Le  supported.  Early 
in  this  ceutury  wages  in  EngUnd  were  low,  and  the 
laburiu^  dufisve  generally  exfreuded  more  than  one  half 
of  tbeir  incomes  for  bteud.  UtidiT  auch  circtiuis lances 
etatiBticif  sliowed  tli^it  the  number  of  marriages  increased 
when  whciLt  was  ebeapei-,  and  decreased  when  it  became 
dtilbrer.  Later  on,  wages  incrcaeed  very  greatly,  bo  that 
the  laborers  ep^at  a  smaller  proportion  of  their  iucomca 
for  bread,  and  more  fur  other  things.  Then  it  was 
noticed  that  the  marriage  rat«  no  longer  fluctuated  ad 
the  price  of  Uead  changed^  but  that  it  varied  according 
to  the  geueral  commercial  prosperity  of  the  country. 
Another  iliustration  may  be  taken  from  English  experi- 
ence. Early  in  the  present  century,  the  Poor  Laws  of 
England  were  ao  unwisely  adminiatered  aa  t<>  make  it 
far  too  easy  for  families  to  secure  poor-relici  This 
made  it  unnecessary  for  laborers  to  exercise  oven  the 
former  degree  of  prudence  in  contracting  marriages, 
and  the  result  was  a  very  rapid  growth  of  numbers. 
Uoreovor,  u  the  laziest  aud  lea^t  enlerprisiDg  people 
took  most  advantage  of  the  poor-relief,  tins  increase  of 
numbers  occurred  in  the  least  desirable  elements  of  the 
Eiigtisb  population.  A  great  deal  of  other  experience 
cuufirms  tbc  coudosion  that  it  is  always  dangerous  to 
relieve  poverty  in  any  maimer  which  deatrovs  each  matins 
reflpon^ihility  for  the  snpport  of  his  family.  Unwisely 
uuuiag^  cb&rJty  merely  allovs  Uie  fiumUea  of  the  shift- 
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leas  &ni3  worthless  to  increaae;  and  this,  too,  at  the 
expense  of  the  indHBtrious  and  onterpriein^'  peoijle  vho 
are  ta:£cd  for  the  support  of  charitubic  mstitutioua. 
Those  who  hare  had  most  expenenco  in  managing 
benevolent  enteiprLnea  are  tlie  most  strenuoLiH  lu  de- 
nouncing iitiwiHe  and  indiBcrimiiiato  poor-rclitif  as  a 
crime  against  Bociety. 

Economic  progreBs  is  ^neraltj  marked  b^  an  increafie 
of  wealths  Wlionover  such  an  inorcaao  occurs,  a  question 
of  the  utmost  economic  importance  aiiscs:  eimmuc 
What  will  be  done  witli  the  iucreaaed  J^^^^ 
ilth  ?  It  maj  be  used  to  support  a  "iiiTiiiB- 
T  population  at  the  same  standard  of  comfort 
which  previously  existed;  it  may  be  used  to  support  the 
eamc  population  in  greater  comfort;  or,  finally,  it  mar 
be  used  partly  to  increase  tlic  ataudavd  of  living  atid 
partly  to  increaao  numbera.  In  the  present  century  (he 
growth  of  wealth  haa  served  to  double  the  population  of 
civilized  countries,  and  to  more  than  double,  perhaps, 
the  comfort  lu  which  people  live.  If  all  iucrease  of 
wealth  is  uflod  for  aupportiuj^Q  largely  increased  popti- 
lation,  little  or  nothing  is  gained  so  far  as  the  genend 
welfare  of  each  individual  is  concerned.  Whenever 
wealth  increases^  and  incomes  increase,  it  is  of  the 
utmost  im^xn'tance  that  a  wise  ii»c  should  be  made  of 
the  new  wealth.  If  it  is  used  to  raise  the  standard  of 
comfort,  tharo  will  bo  a  permanent  gain  in  economic 
prosperity.  If,  on  the  other  hand,  it  serves  merely  to 
increase  numbera,  society  will  remain  at  the  same  eco- 
nomic level  which  it  formerly  occupied. 
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In  the  UDiUrd  Stiitea,  Iiigblv  uausual  clrcimififaiicov 
tiAve  tended  to  obecure  the  fact  tbat  popoJation  has  to 
rin:«MT«rw  ^  adjusted  to  the  JDComcfi  of  auj-  f>eople, 
«fifeEihAii  and  thflt  there  arc  uUimato  limits  bcTOud 
kirfeij»-  which  at  any  given  tunc  an  increase  of  popU' 
i^pU—iL  laiiou  is  undefiirabk.  Our  numbers  hare 
been  confined  to  the  limits  ttet  by  income,  hut  the  ease 
of  eamtDg  a  large  income  has  been  so  great  that  popn- 
littton  Las  eecmed  capable  of  increa^ug  without  ItmiL 
We  have  had  a  smaller  population  than  was  absolutely 
ueeded  in  order  to  Bubdue  our  vast  imoccupicd  terri- 
tory, And  to  develop  oar  natural  resources  to  the  best 
advantage.  Although  the  most  desirable  portions  of 
our  arable  lands  are  now  occupied,  we  yet  have 
room  for  many  millions  of  additional  inhnbitaDts.  So 
long  fis  every  newcomer  conld  be  given  a  farm,  each 
increase  of  numbers  miirht  mean  simply  one  more 
laborer  engaged  in  agricultiirc ;  and  no  increase  of 
jiopulation  ceuld  result  in  a  lower  standard  of  living. 
But  such  &  coniiition  of  thi.ngB  cannot  last  forever,  and 
iMipiilntion  cannot  continue  to  increase  ns  mpiOly  as  it 
has  in  the  past.  In  fact,  the  rate  of  increase  has  per- 
ceptibly declined  in  recent  vears-  From  1870  to  1880 
the  percentage  of  increase  was  30.08}  a  smaller  percent- 
llian  wa3  ever  before  known  except  during  the 
!ade  which  included  the  Civil  War.  But  from  18S0 
(43  1890  the  percentage  of  increase  fell  still  further  to 
24,86  per  cent-  In  the  older  sections  of  the  United 
States,  where  population  is  more  dense,  tbere  has  been  o 
marlLud  dc<^re&se  in  the  birth  rate.    As  fast  as  the  other 
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jjorUuijfi  of  tho  country  become  more  thickly  settled,  the 
same  thing  will  be  noticed  tJicrc.  Our  pojjulatioii  will 
continue  to  grow  for  a  long  time  to  comOtand  our  atauJ- 
&rd  of  living  nmy  L^ontinize  to  rise.  But  the  r&te  of 
increase  will  grow  RmalltT,  because  the  elevation  of  the 
Btandai^d  of  living  will  require  |>rudcneo  in  adjuBting  the 
number  and  eizc  of  families  to  available  income, 
■c  §  79.  Man  find  nuturc  are  the  original  fuctora  of  pro* 
duction.  But  Id  all  labor  except  Ibe  most  primitive 
forma,  a  third  factjr,  capital,  is  needed,  Tbe 
handa  of  man  unaided  wojdd  hardly  be  able  to  iwetovai 
do  more  than  to  gather  wild  fruits  and  imta^  ""^^ 
and  to  secure  a  few  of  tho  gifts  which  nature  yields  to 
the  labor  of  mero  appropnatioc.  Moat  economic  gooda 
cannot  be  secured  bj  tho  direct  application  of  mati^a 
efforts  to  his  physical  surroundings.  It  is  necrssaiy 
for  man  to  apply  his  Ubor  in  an  indiTtct  manner.  If 
he  will  first  faHhion  for  himself  fish  nets  and  huiitlag 
weapons,  he  may  then  aecure  fish  and  game  tbat  ha 
othct'wiao  weulil  be  uniiblc  to  procnre,  Jf  ho  will  (irat 
devote  some  labor  to  the  manufacture  of  ehovela  and 
ploira,  hd  may  place  seeds  in  tbe  ground  in  such  a 
manner  (Imt  Jiatural  forces  will  cause  them  to  yield  an 
abundant  harvest.  If  he  will  First  construct  a  writer 
wheel  or  invent  a  steam  engine,  he  may  liarnesB  the 
motive  forces  of  water  and  steam,  and  may  apply  tliem 
to  the  production  of  results  which  no  amount  of  unaided 
human  eiTort  could  fx^asibly  achieve.  It  is  evident  that 
in  all  anch  cases  men  adopt  an  indirect  method  of 
Bati&fyiug  tlicir  wanl^-     They   first  produce  tools   and 
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inachinery,  an^  then  utilize  these  instrumenis  In  their 
eEFortfl  to  flocure  deelrtJ  vaut-satisfiera.  In  this  war 
men  Grvt  labor  to  aecure  various  instramCDts  of  produc- 
tio&(  and  thcQ  bj  meaue  of  sach  appHattces,  are  enabled 
to  wdsfj  their  wauU  more  fuUj  than  vonld  othennae 
be  pofieible. 

Iitdirect  methods  of  production  are  far  more  efficient 
than  direct  m(^lhods,  because  indirect  production  may 
^4irBtir  enable  man  to  utilize  all  the  available  ma- 
I^JJUJjjJ^  fcriala  and  forces  cf  nature.  Such  matenaU 
•roAtirtuio.  as  tixe  uscW  mctala  could  never  bo  brought 
into  a  form  adapted  to  any  human  use  without  the  aid 
of  in«trunieiitB  uiid  appliances  of  indirect  production. 
Even  Huch  a  maienat  as  wood  could  never  be  reduced 
to  a  condition  of  greatest  ueefulnesa  without  indirect 
methods.  Many  of  the  forco8  of  nature  cannot  aid  Torr 
grofttly  ttic  processes  of  direct  production.  Heat  and 
moiftturo  cannot  act  most  efficiently  upon  the  seeds  uu- 
letkH  the  siiiL  liaa  l>een  properly  pref)ared  by  the  uae  of 
auitable  iiLstruments.  Air,  water,  steam,  and  electricity 
are  powerloHH  to  ssgiat  in  tlie  ]abor  of  production  unless 
men  construct  suitable  apphauccs  to  bring  these  forces 
iuto  operation  in  the  right  maimer.  By  an  indirect  proc- 
csRi  therefore^  man  can  aecure  the  fallest  coifperatton 
of  nature,  and  can  vastly  increase  the  production  of 
weal  til. 

Capital,  then,  consista  of  all  the  intermediate  products 

Pdiaitkaof    ^'hich  man  creates  for  the  purpose  of  using 

*•***■  them  in  the  production  of  finished  couaump- 

tfon^oods,     ll  ia  produced  for  Iho  reason  that  its  use 
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Bervea  to  eoonomiso  human  lubor,  and  to  utilize  full^ 
natural  materials  atid  forces.  The  wealth  wliich  men 
produce  maj,  therefore,  ho  divided  luto  coitKumrrf^  tjooth, 
ready  for  final  couBiiiu|itioUf  and  producers*  jfoods^  or 
intcrmedLate  products  designed  to  he  used  iu  tlie  produc- 
tion of  future  wealth.  In  this  chapter  we  have  to  con- 
sider capital  aa  a  fnclor  of  production  merely,  Qur 
definition,  therefore,  must  be  n  definition  of  productive 
or  flocial  capital,  and  muat  explain  the  part  which  capi- 
tal  plays  in  the  process  of  indirect  production. 
'-  g  80.  Tlie  concrete  forms  which  productive  capital 
mav  assume  are  as  follows  :  — 

K  Productive  improvemeDW  upon  Innil,  suph  as  feooea, 
drains,  fertilEzerH,  ete-     The  IjLud  iu  iLeielf  in  a  gift  or  naUirSf 
not  a  pToduct  of  human  indnatTy.     It  Is  not      jormt^t 
crcfllcd  by  Tnac  to  servo  as  an  aitl  to  iudirect      prodBcUvt 
production.     Productive  improvEnienta  mny  l>e      "pltti- 
connCed  aa  capital  so  long  as  they  can  be  difliingniBlitid  from 
Ibe  laod  itaelf.     Fi^rtilfzcrs  or  drains  become,  in  n  shoi-ter 
or  longer  time,  ladiBliagHiBhably  morgi^d  wilh  Ihe  laud. 

2.  Btiildiaga,  such  aa  fjLctoriea  or  workshopB,  devoted  to 
the  piin^ue  of  aiding  in  the  process  of  indirect  prodacEioD. 

3.  Mvaaa  of  tran^portatioOi  such  as  roads,  cuuala,  and 
railwuTS- 

4.  Raw  materhiK  such  as  iron,  wood,  caUon,  silk,  und 
wool,  wbich  arc  consumed  in  the  act  of  producUou,  but 
re-appear  in  the  product 

5.  AunUary  niateriala,  suob  &9  eoal^  labrit^ting  oils, 
ami  bleadting  materials,  which  aid  the  prodaclive  procese, 
hat  do  not  re-appear  in  the  product. 

fi.  Tools  and  machinea.  WitUin  the  laat  caotury  thefl* 
have  become  the  moat  important  form  of  capital,  In  man^ 
respeela. 
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7.  Domeaticaled  aniTnaU  aaed  in  production.  Breedfl  of 
di>iucstio  &aima1a  itave  been  bo  Im^jroved  by  scieDtific  breed- 
ing that  t]R7  arc  disLiuctly  a  pi-oduct  of  bumaii  itiduetry. 

8.  Motley*  wi^ighte  and  mGasuteSf  fLud  ficalea  and  balnnccs. 
We  Bikall  scHjit  ^ti  lliat  tiicHe  objects  are  a  numt  iinjtortiiiLt 
lueaiiB  uf  carryiug  on  caj'iULlislic  or  ronudubout  puirfluL'tioji- 

^M  ComuicTQial  stocks  of  finished  prodiK^ts  or  eonsitmcra' 
goods,  Tlesc  du  iii>t  inetiide  ootk^um^rfl'  goods  in  Uiohant^s 
of  the  ^aa\  coiij^umers.  Stric^tly  sjii^akiug,  liniabed  produt^ta 
abould  Eot  be  called  consumers'  fioode  imtU  they  rcacLi  tho 
fiual  consLirnors.  CnpitalLslLc  production  would  be  iiupos- 
Bible  If  cfiplraliHl-pvxliicere  did  not  piwint^  goods  for  die- 
taut  DiarkctH  zmd  for  a  future  eeaHOii'a  coueiiinptjoa, 
"Wheat  inuet  bo  produced  in  one  scaaoii,  uiui  a  sufticient 
atook  must  be  cnrriGd  over  to  last  natil  the  aGiLt  bun'est. 
Spring  dreng  gooda  mnat  be  prodiif^d  severiLl  TnonLha  ia 
advance  of  tbe  st:aoon  nhen  tbey  are  demanded.  Agricul- 
tiiraiio&idcmcntfl,  made  in  Amciiea  nnd.cs|>ortod  to  AtJBtralia, 
may  be  BGverul  monlbs  in  reocbing  the  final  consumer. 
Mercbants  ^H?rforrn  the  bnporlnnl  social  function  of  cnrry- 
iug  all  BUcli  commerc-ifll  stocks  of  gooila  oa  rcfjuh-Q  weeks 
or  months  lo  pass  from  producer  to  consumer.  Com- 
mercial or  mercantile  slocks  of  flutshcd  prodnola  are  aa 
indii^ penpal  lit!  aid  to  the  procesa  of  capitalistic  production, 
B[]d  fall  under  our  definition  of  capital,  They  arc  really 
producers'  and  not  conaumei'a'  floods.  They  are  materials 
to  which  time  and  pUoa  utiliticB  are  beiug  added  by  the 
merchauU  who  forward  them  to  cimsuniers. 

10.  Capital  used  by  persons  who  render  personal  eervices. 
The  instmmentfl  of  lliC  anr^eoii,  and  the  booke  and  ecicntific 
apparatus  of  the  student  are  eiamplefl,  A  fuller  clasBilica- 
Lion  wciulfl  inelude  al  least  the  following  objects  under  ILia 
'*nn  of  capilal ;  (a)  all  scieutifie  and  profesaional  inatni- 
a  and  apparatua;  (&)  chnrchcs,  tbGatcra,  public  balla, 
M  baildl/igs  neOGBB^y  for  rendering  pereonal  aerwlcea; 
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(c)  court  boases,  jail^T  ForbB,  warsLipe,  government  balld- 
bgs,  and  all  ihe  appliances  neeesaary  for  puliUc  fuoptioua. 
All  tlietie  are  meaua  of  ptoduriug  imliitiotlj'  BCrviws  whioh 
could  not  be  rendered  directly  without  aiicli  a^pliaaces. 

g  81.   Sometbing  more  should  be  said  t^oiicermng  two 
thinge  which  have  been  excluded  from  the  abova  tiat 
of  the  concrete  forma  of  capitiLL     Lacd  was  ua4«>d»c- 
Bxcluded   because  it  U  primarily  a  gift  of  fliii™iiMi»i- 
uahire,  and  not  a  product  of  human  iudus-  proidctirc 
try  devoted    ta  the   purpoaa   of    capitalistic   '■■*'■'' 
production.     Tet  it  sboidd  not  be  forgotten  that  inde- 
pendent productive   improvements   are  capital     More- 
opor,  Biich  improvements  arc  eo  commou  tliat  land  ofleu 
ceasca  to  be  a  mere  gift  of  nature.      Much  land  owes 
part  of  its  nSBfuloesa  to  labor  e_\pcniled  upon  it.    Never- 
theless, certain  properties  of  land  are  always  exclusive 
gifts  of  nature,  and  nut  tbe  result  of  humun  labor  ex- 
pended directly  in  their  prodncUou.    Some  soils  are 
naturally  more  fertile  or  more  lasting  than  others.    A 
north  slope  is  less  fertile  than  a  south  elope.     The  loca- 
don  of  a  farm  with  respect  to  the  market,  or  of  a  city 
lot  with  respect  to  the  center  of  buainess  ELctivitV)  i? 
wholly  inJependent  of  lalior  Jevoied  directly  to  that  pur- 
pose^    Some  economij^ts  liav-e  inclmied  knowledge  and 
acquired  faculties  among   the    forma  of  capital.      But 
this  ia  unnecessary,  ainco  all  such  things  are  included 
in  the  efficiency  of  labor,  another  factor  of  production. 
More  than  this,  sucii  facultiea  are  a  part  of  man  him- 
self, not  a  part  of  hia  positeaaluns.     He  may  soli  tha 
use  of  his  faeidtioa,  but  cannot  part  with  them.     For 
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tlieee  reoBOiiB  knowlcdga  and  acquired  faculties  are  nat 
bo  be  considered  cEipitiiL 

§  d2.  Many  writers  ]ia.Te  held  that  food  and  clothing, 
the  subsistence  of  lalH^frers,  are  to  be  eoosidered  capital, 
CiiritBianfl  since  they  enable  the  workers  to  produce 
kubauicDu.  moTQ  Wealth-  But  we  have  already  seen 
that  food  and  clotbing  in  the  hands  of  the  laborers  aro 
COD  sumption-goods,  and  that  when  a  ooii  sumption -good 
reaches  tlie  conaumci-  it  Is  fjnally  destroyed.  Further 
than  tiiis  tiie  aimljaia  of  Lhe  eeonoiniMt  need  not  go. 
Food  and  clotliing  tliat  are  in  the  bauds  of  manufacture 
ers  and  mercbanta,  however^  form  part  of  tlie  metcan- 
tilo  stock  of  the  community,  and  are  to  be  regarded 
as  capital.  Such  commoditieSf  although  tbey  may  be 
finished  products,  arc  more  properly  to  be  considered 
producers'  goods,  to  which  time  and  place  ntililica  are 
Lelnjj  added  by  the  process  of  forwarding  the  goods  to 
consume  re. 

We  have  already  seen  that  production  requires  time. 
In  the  simplest  forma  of  production,  when  man  merely 
jfcrcuitiiQ      appropriates   a  natural    prcducti    such    as 
Sl^wiiiuc      "^^^  fruits,  fish,  or  game,  only  a  very  sbort 
tt^*^oi^^s      interval    may  elapse  between  the  exertion 
of  human  labor  and  tbe  atlainumut  of  tlin  clesir&d  ob- 
ject-    On  tlm  otber  hund»  the  production  of  an  agricul- 
tural   product  may  require  aereral   weeks,  whJle    the 
construction  of  a  cnnal  may  require  many  yeara.     In 
all  ceases  wbcL'c  indirect  production  is  carried  oUi  a  cer- 
tam  time  must  elapse  before  tho  formation  of  capital 
will  he  rewarded  by  the  increased  product  of  coneumere' 
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goods.  During  the  process  of  production  the  laborei's 
uu&t  have  food^  flhelter,  and  clothing.  They  are  pro- 
vided with  these  things  out  of  the  stocks  of  products 
which  morchantB  are  constantly  forwarding  fi-ora  pro- 
ducers to  consumers.  Lalwrers  thcmselvoa  seldom  keep 
OQ  hnml  any  large  amount  of  subaiatence-goodaH  They 
expect  to  receive,  fram  time  to  time,  wages  which  may 
be  ecp^ndcd  hi  pitrt'.hasiii;;  Food  and  clothing  out  of  the 
mercantile  stocks  of  completed  products  which  exiet  in 
all  civilized  commimiticB.  In  modern  aociety  middle- 
meOi  or  merchants^  perform  tlia  impoit&ut  functions  of 
Qccuianlatiiig  subaiatencc-gcoda  and  all  other  com- 
niodit.icrt  at  the  seaaona  when  they  are  produced,  aud 
then  of  dLstributitig  them  to  conamuerB  as  fast  aa 
demanded. 

"'g  83,  Wo  may  diatinguiah  between  fixed  and  circu- 
lating capital.     Fixed  capital  conaiats  of  objects  which 
aerve  to  assist  sevorat  ools  of  production. 
Circulating  capital  ts  consumed  m  a  SLngle  auauafuie 
act  of  production.     All  raw  malerJala   arc  J^J^^g'^JI 
circulating  capital;    tools,   machinery,  and  ***■ 
buildings  are  fixed  capit-al.     Since  the  wonderful  inven- 
tions which  caused  the  Jnduetrial  Revolution,  the  use  of 
macliinery  in  all  braiichea  of  production  haa  iucreaaed 
at  a  constantly  accelerating  speed,     Thiii  Iilis  caused  the 
proportion  of  fixed  capital  used  in  modem  production 
fpO  increase  at  a  rapiil   |iact'.     Another  important  dis- 
tinction ia  l^otween    free  and  specinliKod  capital.     Free 
capital  exiata  in  such  a  form  that  it  may  bo  applied  to 
any  one  of  many  iuduBtrios;  specialized  capital  is  la- 
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voBtcd  in  Budk  a  way  that  it  aa&umcft  a  H^ccd  form,  uid 
cannot  Ue  withtlrawn  for  inveBlment  olsewliere.  Cod, 
lumber,  iron,  niiJ  ateel  are  relaJ.ivelj  free  to  Le  inveated 
in  one  or  many  different  kJnJs  of  industry,  RailroadB, 
cnnals,  blast  furnaces,  and  carpet  looms  arc  ciamplcd 
of  epecinliiwd  capital  which  ia  nearly  wortbleaa  for  any 
purpose  except  one  aingle  form  of  production, 
"%  84»  Many  reaaons  make  it  desirable  for  ua  to  have 
a  clear  conception  of  what  is  required  for  formation  of 
productive  capital.  Tlie  first  tbing  that  la 
necessary  is  that  men  should  perceive  that 
the  indirect  or  capitaliBtic  method  of  produc- 
tion wii!  enable  tlieni  cither  to  produce  more  goods  than 
would  bo  poaeillc  by  direct  production,  or  to  produce 
goods  which  direct  methods  would  never  enable  them  to 
aectiTfi.  Obviously,  the  Hecond  step  ia  for  men  to  under* 
take  the  labor  of  collecting  the  mat-crials  and  fashioning 
tho  toola  nccGBsary  for  the  proceas  of  indirect  production* 
The  production  of  tlio  varioua  foruis  of  capital  ia,  there- 
fore»  tlic  second  step  in  oapital-formatiou.  But  thia 
atep  ffill"  not  be  taken  unlcaa  men  arc  willing  to  work 
for  future  prtHhict;*,  QvailaUe  only  aftor  capital  him  been 
created  and  hoa  been  uaed  to  produce  consumers*  goods. 
In  other  wtirds*  it  is  necessary  to  labor  for  future  eujoy- 
roents  inatoad  of  prosent,  to  prefer  a  fjrcater  quantity  or 
yariety  of  future  goods  to  a  smaller  number  of  pres- 
ent satisfot-tiona*  Capital-formation  requires,  thorefure, 
abstinence  from  present  satisfactions  and  the  willingness 
to  labor  for  products  that  will  be  available  only  in  the 
future.    EooDomista  have  expressed  thia  idea  by  Baying 
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tliat  capital  ia  the  reeult  cf  aliBtineace,  as  well   aa  of 
]irodLictiijji. 

All  oapUal  ia  the  reault  of  production,  but  the  vorfc 
of  capital  pi^oduction  is  actually  pei-foiiuGd  under  two 
tliffcrcnt  acts  of  circumatancea.  Fir%t.  a  „  ^  .  ^ 
farmer  or  a  medianic  may  produce  capital  capiui- 
for  use  iu  his  bufiincss  by  building  feuucfl, 
digging  drams,  and  luiproviitg  fielda,  or  by  coni»tructiug 
n  workuliup  and  nuikiiig  tijols.  St^eoiid^  caj>i(al  may  be 
produced  by  laborcra  who  arc  hired  to  make  it  foi'  other 
people.  This  takos  placo  whoa  a  person  Bares  a  poi'tion 
of  his  income,  and  invests  the  aavinga  in  a  productive 
enterprise,  ^uch  a  pcraon  may  hire  laborers  to  make 
toolrt  and  rnadiiiicflt  or  to  build  and  equip  a  factory- 
He  may  buy  aliares  of  a  busitiess  corporation,  and  thua 
turn  his  aavinga  over  to  be  invested  by  its  managers. 
Again,  he  may  place  liiB  savings  in  a  bank,  and  allow 
them  to  be  invested  by  the  officials  of  that  institution. 
In  all  those  caaea,  what  tlic  poraon  really  docs  is  to  use 
hia  flav-inga  for  the  purpose  of  hiring  laborers  to  produce 
various  foiitis  of  productive  capital  Savinga  hanks  have 
a  peculiar  importance,  since  they  accumulate  very  small 
deposits  from  many  depositors  and  secure  large  capi- 
tals for  investmGnt  purposes.  In  the  year  1894-95 
the  savings  banks  of  the  United  States  held  doposite 
amounting  to  $1,810,597,023,  This  sum  belonged  to 
4,87i)y^l0  jHzraons,  and  repixsented  an  average  deposit 
of  $37Lfl6  for  each  depositor, 

We  have  seen  thot  the  ppoihictlon  of  capital  will  not 
Uke  place  unless  a  man  prefers  to  labor  for  future  goods 
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rather  than  fcr  prescut.  Working  for  future  pleaeurea 
requires  abstineiioe  from  pccaent  enjoymentd.  Thj3  is 
jibfliwiuv  true  wbether  a  i^eraon  produces  ca.pital  liim- 
f^  "*"  ,  self,  <jr  Ha\efi  out  of  liifi  income  a  surplus 
iffHTins.  wiUi  wliich  lje  purchaser  productive  capitul. 
A  controversy  has  arisen  coEceruiuj^  tlie  amount  of 
abatiaence  fliat  is  involved  in  BavJiig.  It  is  very  evtdunt 
that  a  person  with  on  annual  iueomc  of  9500  will  Imre 
to  Bttcrilicc  the  enjoyment  of  many  present  pleasures  in 
order  to  aave  tlOO  each  year-  On  the  other  hand,  it  lias 
been  denied^  j^ometimea  with  great  ridiecili^,  that  the 
savings  of  the  rieh  man  require  any  re-al  iLbstitiencc  to 
be  incurred  by  him.  Thus  Ferdinand  Laaaalle,  the 
eocialist,  wrote  :  ^*  The  ascetic  milHonaircs  of  Europe! 
Like  Indian  penitents  or  pillar  saiitts  tijey  etaud  on 
one  logi  each  on  hia  colunrn^vith  straining  arms  and 
pendulous  body  and  pallid  looks,  holding  a  plate  toward 
the  people  to  collect  ihe  wagea  of  their  Abstinence.  In 
tlieir  midst,  towering  up  above  all  hia  fcdlowa,  aa  head 
penitent  and  ascetic,  tbo  Baron  Rothschild  I"  But,  as 
we  have  uacd  the  word,  abetinenee  meana  desisting  from 
flome  present  plcasui-e  in  order  to  procure  acme  future 
result.  It  does  not  Imply  that  a  rich  man  has  to  live 
absteniioufily  in  order  to  save  even  large  ainnunta  of 
money.  It  mcnna  simply  th;it  wlieii  a  millionaire  hui1d» 
A  cotton  factory  instead  of  a  palace  or  a  yacht,  ho 
Bocnfices  present  to  future  enjoyments.  He  may  savo 
00,000  more  oaaily  than  a  poor  man  butcs  $100,  but 
jtiuencc  from  piT-aent  goods  is  ncccsaary  in  the  ono 
3  aa  in  the  other.     Since    saving  does,   therefore) 
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require  abstinence  or  the  eacrilicQ  of  present  pleaeures, 
it  follows  that  the  amount  oi  saving  which  people  will 
practice  will  vary  according  t«  the  difficulties  of,  and  the 
indiicemcnta  to,  sariag,  Securitj  of  invested  property  is 
the  first  and  most  important  iiidncemt'iit.  Whenever 
snch  BGCurity  is  destroyed,  little  saving  in  carried  on, 
A  fair  rate  of  interest  on  ioTeBted  enpitfll  is  another 
indnoemout.  Yet  it  cannot  bo  shown  that  there  is  any 
minitnum  rate  of  interest  that  will  abeolutely  stop  all 
earing.  On  the  other  hand,  high  rates  of  interest  are 
sure  to  load  to  jin  incrc:tse  of  the  supply  of  productive 
capital-  A  third  inducement  to  saving  is  the  desire  to 
provide  for  the  comfort  and  integrity  of  one's  family, 
A  very  low  rate  of  interest  will  not  deter  a  father  from 
providing  for  tho  fntnrc  support  of  hia  fomilj  in  case  of 
his  death.  Wc  conclude  thnt  aaving  capital  does  involve 
a  certain  degree  of  abstinence,  and  thai  the  amount  of 
saving  will  \itry  directly  as  the  inducements  offered. 

Social,  or  productive,  copital  can  be  mahitained  only 
by  constant  inyestnienta  of  new  capital.     Raw  materials 
arc  ooutiuualh' being  used  up;  tools  and  ma- 
chines  wear  out  in  the  course  of  time ;  fnc*  [iuiini*uitd 
lories,  railroads,  and  canals  ret|uire  consUnt  onijbycaa- 
repalrs.     Each  year  a  pf*rtion  of  the  savings  «"<invMt- 
of  any  people  must  be  devoted  to  replacing 
enpilal   destroyed   dtirtng   the   lost    productive   period, 
llius  exiBtinj;  capital  would  rapidly  diminish  if  saving 
should  cease  to  be  practiced.    Stocks  of  productive  capital 
can  be  increased  only  hy  making;  good  the  annual  Iobs,  and 
theo  invesUng  additional  capital  in  new  enterprises. 
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CHAPTER  VL 

THE    pKODtCTION    OP    WEALTH. 

I.   Or£:ajuEa,tIop  of  the  Faclorfl  of  Frodaction. 

§  65,  A,  Robiusou  Crusoe  may  opplj  labor  and  c&pit&l 
to  land,  and  may  carry  on  ^  purely  iBolated  proceBB  of 
production.  But  in  ecxmomic  BOcioty  the 
production  of  wcaltb  ia  aaocml  process  ;  and 
we  hare  next  to  consider  the  aocial  organization  of  the 
three  p["odnctive  fatrtorSj  land,  labor,  and  capital.  We 
ahall  find  that  production  req^iircs  tha  cooperation  of  tJie 
individuals  that  compose  any  economic  society ;  and  tb&t 
it  is  a  coi>perative,  thereforo  a  social,  procoBs. 

§  85.  The  simplest  fo.m  of  cooperative  or  aeaociated 
production  is  seen  in  tlic  association  of  a  number  of  per- 
sons to  produce  a  result  which  tlie  efforts  of  ^^^^^  „,o, 
&  single  individual  could  accomplish  less  ci*t«i  effort- 
easily,  or  perhaps  could  not  accompllsli  at  fill-  When 
&11  the  men  in  a  community  join  in  raining  the  froiue  of 
ft  house,  or  in  harvesting  a  hold  of  com,  ^'o  havQ  an  in- 
stQUCO  of  simple  associated  production. 

§  87.  The  divisjon  of  occupations  ia  a  second  form  of 
coit|>eralive  production.    This  occura  with-  Divirionoi 
in  a  family  when  the  men  attend  to  outdoor  "™"* 
work,  and  the  women  to  indoor  work.    Or  it  takes  place 
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williin  a  community  when  certain  men  devcte  tbemselves 
mainly  or  exclusively  to  the  trade  of  the  amitli,  the  car- 
penter, or  the  Bhoemaker,  and  pei^form  all  Buch  work 
for  the  other  members  af  the  eocioty. 

§  88.  A  third  &nd  more  complicated  form  of  aaaocia- 
tion  is  seen  in  nhat  is  tecluiicaUy  cEilleJ  tlit:  dlviaion  of 

DiTiaion       J^'"^'"'     l*y  tins  IS  meflot  the  division  ot  tlio 

oiiAbor.  procesB  of  producing  a  commodity  into  a 
number  of  small  parts.  Each  laborer  is  intniated  with 
the  performance  of  sorao  one  or  two  parts  of  the  process. 
in  this  way  the  maaiifacturc  of  a  pair  of  ahc^ee,  a  sewing 
machine,  a  watch,  or  a  needle,  maybe  divided  into  fifty 
or  one  hundred  separate  proceasea.  Tbe  dmalen  of 
labor  has  been  tarried  so  far  in  the  modern  factory 
that  any  reader  is  able  to  Und  for  himself  many  ilhis- 
trationa  of  this  minute  subdivisLoa  of  the  work  of 
production. 

The  introduction  of  the  division  of  labor  has  had  many 
beneficial  effecta.  which  have  been  diacusaed  by  all  econ- 
omists since  the  time  of  Adam  Smith.  It 
AdfuacH 

afta*  flirt-  assigns  to  each  laborer  a  single  process 
which  he  is  called  upon  to  repeat  day  after 
day  until  he  acquires  gi^eat  sVill  and  dexterity  in  his 
work-  It  savea  time  which  would  be  lost  if  the  worlt- 
man  should  be  cam|>cllcd  constantly  to  change  from  ono 
process  to  another.  It  enables  almotit  every  one  to  find 
some  nork  which  he  is  able  to  do,  although  he  may  suffer 
from  some  physi^ial  ilisaliility.  Finally,  it  reduces  pro- 
duction to  R  series  of  eomparatively  simple  processes, 
vhioh  can  be  easily  shidied  and  often  improved.    In  this 
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way  indention  bas  Leen  greatly  BtimulfttedT  nioat  ]Qvea-< 
tioQs  taking  the  form  af  greater  or  smaller  Improyemeota 
njjcn  details  of  the  productive  process. 

Yet  certain  disodrantagea  are  sometimeB  found  to 
grow  out  of  tbe  diriflion  of  tabor.  The  workman  who  la 
cunfined  to  a  single  process  often  Tinds  hia 
work  exceedinglr  inonQtonous.  Ublesa  he  oi  mc  EUyinoD 
cultirateH  ntlier  interests,  hia  facidtiijrt  »rc  ^'^" 
likely  to  becouic  unrrowed,  aiid  he  ia  likely  to  bo  leas 
intfllUgeut  Agaiu,  the  division  of  labor  confiuefl  work- 
men to  a  few  routine  operations.  Then»  if  thrown  out 
of  the  acouBtomcd  branch  of  erajjIojinentT  thcj  often  find 
difficulty  in  learning  another  trade.  Finally,  the  employ- 
ment of  women  and  children  in  many  lines  of  indiiatry 
baa  befn  made  ponaihle  by  the  division  of  hibor  Women 
and  children  are  able  to  operiilo  many  kijids  of  machin- 
ery, and  have  often  displaced  raeo.  In  factory  towns  it 
baa  happened  that  fathers  have  been  thrown  out  of  work, 
while  wives  and  children  have  taken  their  places  at  the 
milla  The  dinsion  of  labor  bas  been  found  an  indta- 
|)cnsahle  condition  for  the  progresa  of  modern  industry. 
A  wise  policy  will  aeek  to  diminish  all  the  disadvantages 
which  may  ariee  from  it,  whib  retaining  its  preat  bene- 
fits. Opportunities  for  education  and  recreation  will 
counteract  whatever  monotony  of  occupation  (he  division 
of  labor  produces.  The  labor  of  women  and  children 
may  be  abolished  in  certain  cases  where  it  in  e»{>eeially 
detrimental  to  the  health  of  the  workers  or  to  the  welfare 
of  the  family,  while  in  other  cases  it  may  be  permitted 
under  adequate  reatrictioae. 

10 
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§  89.  The  excliange  of  products  underlies  the  lost  two 
forms  of  aaflociatctl  production*  The  division  of  occupa- 
Eictt«Ae««f  tiOHB  ccLnnot  iiikQ  place  anlc^ss  the  smithy  the 
proaocti,  fanner,  the  carpenter^  and  the  ehocmaker 
doTiae  aome  method  of  CTtchanging  the  products  of  their 
respecUvti  liiborfi.  Tlie  division  of  lalxir  (^firimil.  he-  curried 
very  far  until  there  ia  an  orgnnized  BVBtetn  of  marketB. 
In  these  markets  rnorchaiits  bring  together  the  products 
of  all  branches  of  industry  m  such  away  as  to  enable 
the  men  who  produce  large  quentitics  of  various  small 
commodities  to  lind  a  market  for  their  warca.  Modern 
industry,  therefore^  is  bsised  upon  the  fact  that  each  man 
prodnees  large  quantities  of  salatile  commodllieB  which 
he  himself  could  never  consume,  and  then  depends  upon 
other  producers  to  funiiBh  him  with  snppHoH  of  couaum- 
era'  goods  suited  to  his  wants.  This  iiitcrdcpendcnco  c£ 
all  producers  upon  the  marketB  wlicrc  Ihcy  sell  their  prod- 
ucts or  purchase  their  supplies  has  been  carried  farLliet^t 
in  tlwse  industries  which  have  become  localized  in  a  few 
regiona.  The  people  of  England  draw  food  and  raw 
materials  from  almost  all  (luartera  of  the  earth,  End 
depend  upon  distant  markets  for  the  sale  of  their  manu- 
faotured  products.  In  the  United  i^tatcs  the  manufacture 
of  textiles  is  concentrated  in  New  England,  Kcw  York, 
New  Jersey,  and  Penufijlvania ;  while  these  states  de- 
pend upon  the  South  or  the  West  for  tJieir  raw  mnteriiik 
aod  breadstuffs.  Thus  one  community  is  dependent 
upon  The  prodiiotB  of  others,  and  a  territorial  division 
of  lalior  is  cnrrkd  out,  Such  a  locali/Juff  of  industviGS 
eu&hlea  each  region  to  dovele  its  labor  to  Uioao  branches 
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of  prDdiiution  for  wliich  it  has  the  greatest  advantages, 
The  ti>tal  product  ion  of  the  world  is  cnormouely 
iQcrcascd  by  such  a.  localization  o£  production.  The 
exchange  of  products  is  a  part  of  tlie  pmcesa  of  pro- 
duction, but  It  requires  detailed  treatment  in  a  subsequent 
chapter. 

§  90-  A  fifth  form  of  asfiticiutied  production  is  seen  in 
the  cooperation  of  the  factors  of  production.  The  per- 
aoKB  who  control  the    suppliee  of  land-  of  ^  „  _,     , 

CwpeiiUon  of 

labor,  and  of  capital  muat  cooporatc  in  the  ibeprodutin 
eatabhshmcnt  of  business  undertakings  or 
euttjrpriaca.  Sometimes  it  happens  that  ouo  mmi  may 
own  both  land  and  ciipilul,  and  may  pcrfonn  all  tlia 
necessary  labor  of  production,  Tliia  is  the  simplest  way 
to  secure  the  cofjperation  of  tlie  three  factors  of  produtj- 
tion,  and  is  very  common  in  the  United  States,  where  bo 
many  farmers  cultivate  their  own  laud  with  their  own 
capital  and  Inhor.  On  tlio  plautations  of  the  South 
another  form  of  orgauhatiou  formerly  existed.  The 
planters  owned  Llji^ir  land  and  capital,  and  also  owned 
the  laborers.  In  both  of  these  cusefl  the  cooperation  of 
the  productive  factors  is  secured  by  simple  methoda,  but 
the  oi"ganizatioa  of  bnsiuoaa  enterprises  ie  often  much 
more  complex. 

Such  a  complex  form  of  business  orgauiiation  is  re- 
quired whenever  separate  cIelbscs  of  persons  control  the 
aupplicB  of  labor,  of  land,  and  of  capitnl  re-  r___|^ 
quired  for  the  establishment  of  an  industrial  oreuiiitiaii. 
enterprise-     At  the  present  day  we  have  a 
large  class  of  poreona  who  supply  labor  but  nothing  else. 
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Another  clasB  euppltes  capita,  while  land  mar  be  sap- 
pLed  bj  etill  a  third  class,  tbe  loiidlordB,  Tfie  work  of 
securing  the  cooperation  of  laborers,  capitaiiats,  and  land- 
lords has  fallen  to  a  class  of  employers  or  uudertakera 
of  busiuesB  enterpnses.^  Tbe  employer,  or  underUker, 
has  become  a  peraim  of  the  greatest  eeonomic  impor- 
tance. He  is  constantly  seeking  for  favorable  opportu- 
nities to  establish  liusiness  enterprises,  he  aesum^s  tbe 
res|H>n3ibihty  of  investing  capital  and  hiring  londf  vbile 
he  employs  and  superintends  the  work  of  a  number  of 
laborers.  On  his  good  judgment  and  business  sbilitj  the 
eGHciency  of  Ihc  productive  process  mainlj  depends.  His 
function  is  altogether  UUliDct  from  that  of  the  capitalist, 
the  landlord,  or  the  laborer.  They  may  cooperate  in 
establishing  tlie  enterprise,  but  upon  the  employer  the 
rcsponaibility  of  undcrtakiu^'  and  conducthig  the  busi- 
ness pnmarily  depends.  The  entrepreneur  may  own  the 
land  upon  which  the  enterprise  is  est^iblished,  he  may 
contribute  a  part  or  all  of  the  capital  used  in  production, 
he  may  even  labor  with  his  own  hands;  but  his  function 
as  fntreprenevr  is  wholly  distinct  from  his  functions  as 
landlord,  capitalist,  or  laborer.  We  shall  nc?tt  study  the 
rarious  forma  of  business  undertakings,  or  the  Tarious 
methods  In  which  fnCrcpretiettrB  eserclsc  their  functions 
in  establishing  and  managing  productive  enterprises- 

§  91-    EntTtpri^jiturt    may    secure   the  cooperation  of 
land,  labor,  and  capital,  by  the  following  methods  :  — 

1  Ths  wDrrI  "  anilprFakpr  "  origiiuJt^  mmrt  &  man  wbo  orgoDind  ftnd 
bftu^tdft  bquiwia  wi  hid  own  rcepanvbUitr.    hi  pUce  ol  "underiAkcT 


I 


ORGANIZATION  OF  THE  FACTORS. 


149 


1,  The  single  entrepreneur  system.     In  thifl  a  single 
employer,  contributing  all  of  the  capital  or 
thirmwiiig  a  part,  owiiiiii^  or  liiriug  Uig  luud  tnttLam  u- 
useJ,  ami  Gmjilajinif  a  SQlTicicnt  iiumlier  of        "  "'^ 
laborers,  estnblishcs    and   cotidiieU  a  busiuesa   on  hia 
individual  reBponsibility. 

2.  Next  eomca  the  eommon  bustness  partnerghtp. 
Two  or  more  men  divide  the  work  of  business  moD- 
ogenjent,  and  jointly  aaaume  the  risks  Incident  thereto. 
ThiB  form  of  undertaking  ia  advantageoua  when  tlie 
bumne^A  requires  more  capitnl  than  any  partnGr  alone 
could  have  eoutribiitedj  or  when  the  cares  of  mantle- 
ment  need  to  be  divided.  The  partners  agree  to  divide 
profit*  or  losses  in  certain  proportioufi,  and  aro  jointly 
and  BCTeraliy  liable  for  all  the  debts  of  tho  firm  to  tha 
extent  of  their  entire  fortunes. 

S.  A  third  form  of  undertaking  is  the  modern  huai* 
ness  corporation.  The  older  cor[)orations  were  formed 
generally  by  a  number  of  persona  who  were  empowered 
by  law  to  aot  as  an  individual  for  certain  purposes,  and 
to  maiataln  a  eontiuucd  existence^  beyond  tho  iifo  of 
the  actual  asaociateSf  by  providiTig  for  o,  suecession  of 
membei'S.  A  church,  n  university,  or  a  cliaritjiljle  insti- 
hition  (^an  best  he  orgamsed  iu  this  way.  Such  a  corpo 
ration  is  in  the  eyes  of  tho  law  an  artificial  person- 
fts  charter  of  incorporation  confers  upon  it  certain  S|>e- 
cific  powers,  and  within  those  limitations  the  membei-a 
of  the  corporation  act  ae  one  person.  Thus  thoy  may 
acquire  or  sell  property,  may  sue  and  be  sued.  Beyond 
the  BpeciEc  powers  conferred  by  its  charter^  boweTerj  no 
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corporation  has  a.  right  to  go.  Sucli  an  action  would  be 
declifed  by  tlie  courts  to  be  ultra  viret^  lliat  is,  beyond 
tho  powcra  conferred  upon  the  corporation.  Moreover, 
the  charter  might  be  declared  to  be  forfeited  on  account 
of  such  a  violation.  The  modern  buaincss  corporation  is 
rsgiiljirly  a  joinUstock  cotnp:iny.  Hh  ciipltal  i»  divided 
into  shai'cs,  often  of  $100  eacli,  wbieb  ai-e  transferable 
at  tbe  option  of  each  shareholder.  Only  the  owners 
of  tbe  abarca  o£  the  caj^ital  atoclc  are  mcnobera  of  tbe 
corporatioiL  Such  a  j'jint-atod:  company  ia  a  convenient 
form  of  buaincaa  undertaking  when  a  large  cai^ital  ia 
required.  Many  men  may  be  willing  to  invest  small 
amounts  of  moni^y  in  an  enU^rpnac  Id  which  no  one  of 
thorn  would  wish  to  risk  bis  entire  fortmie,  Mnny  of 
tbe  earliest  joiut-atock  companies  were  not  ineorporated, 
and  were  merely  a  form  of  partnership.  Such  com- 
panies have  uo^y  bceomo  tho  most  important  kind  of 
corporations.  They  may  be  fonned  by  a  speciiil  act  of 
legialation,  or  by  complying  with  a  general  law  ouihoi'- 
izing  groups  of  persons  to  form  tbemselvea  into  cor- 
porations, orynnizcd  for  t'ortnin  purposes,  under  eertain 
conditions.  Tlicir  chaiters  are  either  perpetual  or  lim- 
ited to  a  terra  of  years.  Where  corporetions  are  given 
valuable  privileges, it  is  very  important  thai  the  charters 
fthould  end  iifler  terms  of  thirty  or  Forty  years.  The 
modem  joiiit-atock  company,  therefore,  is  regularly  a 
«orpora(ion,  and  has  become  the  moat  cotnmon  kind  of 
corporate  or^anizaMoa,  One  important  feature  of  eucli 
business?  nsBocialions  distinguishes  th^^m  in  a  marked 
camicr  from  other  forma  of  business  undertaking.    The 
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members  of  joiiit-etock  companies  were  origlnall/  liabk 
for  the  debtB  of  tlie  companiee  to  the  full  extent  of  thoir 
fortanee.     lu  Lnodcm  limes  their  Jialilily  hoa  often  been 
Umited  to  the  umuimt  of  mtjucy  that  tlej^  invest  in  the 
stock  uf  tlm  compLtny,     Under  thia  ajstenj  of  limited 
li;ibi!ity,  if  a  tJtousatid  persous  contribute  $100  cacli  to 
fono  a  capital  gtoelc  for  a  biiaitiesa  corporation,  each  one 
is  lialle  only  to  ha^e  tlio  4^100  contributed  ly  liim  seized 
for  the  debts  of  tbu  bueinese.     The  stockboldera  lose,  if 
the  busincas  is  uuaiicoeBstuI,  all   tbo  money  inreatcd; 
but  they  do  nut  nak  their  entire  foi'tunes  by  enteiiug 
into  such  an  enlerprJse.     Soun^tiuiea   U;o  atockholdera 
are  liable  fur  double  the  &muant  uf  tlieir  inveatnicnt. 
Thus,  the  Btockholdera  of  one  of  our  national  banks  are 
liable,  in  ease  of  tlio  failure  of  the  bonk,  to  be  assesflod 
for  a  enm  equal  to  Uio  par  value  of  the  Bhares  which 
tliey  hold.     Jointatock  cotnpanica  with  Umited  liubilitj 
are  well  adapted  to  undertake  large  etiterpriaes,  espe- 
oially  when  tliere  ib  consideralile  chance  of  failure.     Iii- 
dividua!  employers  or  partners  wonld  seldom  take  the 
riaks  which  their  unlimited  liability  would  compel  them 
to  aifsume  if  tliey  invested  (Jieir  capital  in  many  business 
ontcrpriaea.     Moreover,  as  the  capital  of  a  joint-stock 
companj  becomes  larger  and  the  number  of  stockhold- 
ers luereasea,  any  single  HtockLolder  lias  little  influence 
in   the   managemc[it   of    tlie   entLTprise,   and   hiia    less 
knowledge  of  the  affalra  of  the  company-     It  is,  there- 
fore, unfair  to  hold  lira  liable  for  tlio  debts  of  the  cor- 
poration to  the  full  extent  of  hia  fortuno.     Furthermore, 
tbo  capital  needed  for  many  large  enterprlaea  cannot  be 
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obtained  unleas  the  liability  of  the  investors  j&  liLnited 
to  the  amoant  of  their  investmentB.  During  tbo  last 
fifty  years  tho  growth  of  busmees  corporations  has  becit 
marveloue.  Eutcrpriaca  thitt  require  Large  invcatmeutB 
of  capital  almoat  invariably  asaiimc  corporate  form. 
Maay  eimple  buaioeBs  partnerships  have  been  converted 
into  corporations,  partly  in  orJer  that  tlie  partners  may 
eease  to  be  liable  for  firm  debta  to  the  full  extent  of 
their  fortuuoa.  Great  abuses  have  undoul)tedly  attended 
the  gro^'th  of  eoi-po  rati  one,  but  they  have  been  on  the 
whole  a  useful  and  necessary  form  of  economic  organi- 
zation. The  great  need  of  the  times  has  been  for  the 
large  capitaU  rt-quired  to  build  railroads,  to  construct 
huge  st^ainaliipa,  and  to  equip  giant  factories.  This 
need  the  joint-stock  eompauies  have  supplied.  More- 
over, tlicy  have  possessed  the  further  merit  of  making  it 
poasiblc  to  invest  amall  sums  in  one  or  more  shares  of 
corporation  stock,  so  that  small  savings  have  been  accu- 
mukted  in  a  manner  which  haj*  made  them  available 
for  tlie  largest  enterprises.  One  more  point  should  be 
noted,  Adam  Smith,  writing  in  1T76,  argued  that  cor- 
porations could  never  be  managed  as  cIHeiently  as  busi- 
ness partncrahtpa,  since  tho  hired  managers  of  corporate 
cnterpriflea  controlled,  not  their  own  money,  but  the  cap- 
itiil  of  other  people.  For  this  renaon  he  argued  that 
they  would  generally  ha  wasteful  and  neglii^eut.  In  this 
criticism  -Smith  undoubtedly  put  hie  tiuger  upon  a  real 
dilTiciilty,  but  a  diffieuUy,  neveitheless,  vhich  baa  been 
in  large  part  overcome^  Corporatious  liave  learned  to 
wloct  managcra  from  tried  and  faithful  ser^-antsj  who 
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tare  ofifn  acqiiirot)  a  profeasiDiial  pride  in  tlie  success 
of  the  busmefis.  They  offer  lirge  salaries  as  rewards 
for  cBicicncy;  whilo  tlio  managers  may  own  stock  of 
the  company,  and  thus  hare  a  direct  interest  in  tbe 
business.  Yet  many  ctjrporations  incur  Iieavj-  losses 
through  wasteful  lunnagement,  and  no  remediea  huve 
bcGn  found  for  many  of  these  cases. 

4-  A  fourth  form  of  undertaking  is  seen  m  what  is 
technically  called  cod|>erativ'e  production.  Cot-peration, 
in  this  limited,  technical  souse,  is  an  effort  to  dispense 
with  tlkc  employer,  and  to  leave  the  management  of  a 
buMuuss  to  the  workuicUi  Laborers  have  isometimes 
combined  to  supply  theii-  own  capital,  and  to  establish 
business  enterprises  on  ihmv  own  pespnnsibility.  Work- 
men acquire  in  Ibia  way  the  same  interest  in  the  success 
of  the  uudertakiug  which  partners  have  in  the  success 
of  their  businoas.  This  often  leads  them  to  do  more 
and  better  work,  and  tlnia  incrcaftoa  the  efficiency  of  the 
orgauiznlion.  On  the  other  band,  Ihe  Rui^cess  or  failura 
of  a  nunlern  business  depends  qs  mtieh  upon  able  man- 
agement as  upon  faithful  workmauRhip.  Cooperative 
entcrprificB  are  usually  manapcd  by  the  workmen  them- 
selves, or  by  committees  chosen  from  their  number. 
Such  a  divided  direction  has  so  far  proved  less  effi- 
cient than  the  business  ]iftrtnershrp  or  the  corporation, 
m  which  th[?  ninnatiPinprt  can  more  eaaily  be  eoncoii- 
trated  iu  the  hands  of  one  man  or  a  small  number 
of  men. 

6.  A  final  form  of  uodcrt^kinE  is  the  manag:omcnt  of 
business  by  the  State.     The  United  States  flovemmeat 
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munc^a  tlic  poatal  buaineaa*  many  of  our  towns  ovn 
Llieir  s^'atema  of  Aiutur  voika,  vflille  a  few  o^vii  ilui]  jiiuji- 
age  gas  and  electric-lighting  works.  Government  en^ 
terpnao  will  require  disciisBioii  in  h  BuLaequent  chapter, 
g  92,  A  siith  form  of  associated  activity  nndprliea  all 
tho  forms  of  productive  eiLtcrpriao  wliicli  huve  been  prc- 
_  vioualr  dcscritwd,  and  marka  tho  proccea  of 

oftbcauiciQ  production  fla   a    diatinctlj   aocial    process. 

prod  nn.  ^^^  importance  of  tbo  part  wliich  bhe  State 
tnkes  in  tho  prodneLion  ni  wcsUh  ciin  ho  must  clearly 
shown  hy  an  enumeration  of  some  of  the  cbscb  in  which 
goTeninieutal  activity  is  osGrciaod, 

1.  Tho  Stat^  endeavors  to  protect  its  citizens  o^inat 
external  violeiice.  Unless  aecunty  from  external  attack 
ia  assured,  life  and  property  are  not  safe,  and  the  pro- 
ductive rcBourcea  of  a  nation  cannot  he  developed, 
England'e  iinmunily  from  invading  armies  during  the 
great  Napoleonic  wars  enahled  her  to  outstrip  by  fifty 
yeare'  development  all  her  European  rivals, 

S>  The  ^tate  aims  to  maititain  order,  and  to  protect 
persona  and  property  from  domcatic  violence.  Between 
tha  thirteenth  aiid  eighteenth  centnnes,fhc  King's  peace 
waa  maintained  in  England  firmly  enough  to  cunblc  Iier 
wool-raising  industry  to  become  the  greatest  in  the 
world-  In  the  other  eountries  of  Euroi>e  lawlessness  sraa 
BO  common  as  to  mako  it  almost  impossiblo  for  such  an 
mdnatry  to  be  carried  on. 

S.  The  State  makes  possible  and  regulates  the  hold- 
ing»  eichange,  inheritance,  and  beijoest  uf  proi)erty- 
The  right  of  property  is  the  right  of  e:(cUiRtvv  disposal 
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over  A  thing,  witliin  certain  limits  fixed  by  the  laws  of 
the  Sttit^.  Many  [>eoplo  ar9  Inulined  to  rc^nrd  i1  ilr  a 
"  natural  right/*  that  is,  tin  absolute.  iiinlicnabJo  H;(bt, 
not  to  be  questioned  for  any  reaacn  whatsoever.  As  a 
matter  of  fact,  the  riglit  of  property  can  he  shown  to  be 
an  hifttoricnl  [iroduct,  gradually  d^^velopeil  nnd  i^onstnnlly 
modified  as  njen  have  emerged  from  barb^riflm  to  n  con- 
dition of  cinlized  life.  Thorc  was  a  time  In  the  history 
of  all  European  peoples  when  practically  all  pi:»8BeasioijB 
belonged  to  the  clan  or  tribe,  not  to  the  individualn 
Private  property  was  developed  first  in  the  case  of  per- 
sonal helongEUgs  and  tUi^  products  of  man's  lubor. 
Gradually,  and  wil.ljiii  times  of  whieh  we  have  historic 
record]  the  ri^ht  of  pni-ate  ownership  waa  extended  to 
land.  The  exchange  of  property  between  individuals, 
and  the  rights  of  iuhcritnnco  and  bequest,  have  bc!en 
narrowly  limited  by  law,  and  have  varied  widely  among 
difTerent  j)eo|des.  Tn  all  plocea  property  righta  have 
been  defined,  limited^  aud  finally  protecW  by  Taw  in 
flncli  a  maTiner  as  has  seeraed  most  espedient.  Private 
property  has  been  9o  long  established  among  ns  that  it 
ia  Qiisj  to  commit  the  error  of  mistaking  it  for  something 
that  has  always  and  necessarily  existed,  and  in  its  pres- 
ent form.  While  it  has  proved,  on  the  whole,  a  highly 
desirable  and  usefal  iJiHtiitutirrit,  we  muat  nnt  shut  onr 
to  the  facts  that  it  ha»  always  been  limited  by  con- 
0ideration»^  of  social  expedioncy,  and  that  it  has  often 
ien  modified.  A  few  inetancos  will  show  to  what  ex- 
it a  man's  right  of  diapeaat  ever  Kin  property  is  limited 
by  law.     Fir6t^  all  property  is  held  siiE^ject  to  the  right 
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of  tlie  ^tate  to  take  a  part  of  it  in  tbe  form  of  taxes, 
S^cond^  property  is  limited  by  the  Staters  right  of  ezui' 
nont  domuiu,  under  which  the  State  may  take  property 
for  publjo  purpoaoa^  compensating  the  owner  for  its  loss, 
however.  Thirds  the  owner  of  propcrtj'  may  nt>t  \mz  it 
in  Buuh  it  manner  Uiat  it  becomes  a  puhll^^  nmBaiico,  or 
for  B  purpose  opposed  to  public  policy.  Fmnlly^  prop- 
erty may  bo  forfeited  to  the  State,  or  n  porliun  of  it 
taken  in  the  form  of  lines.  In  many  waye  tlie  rights  of 
transfer,  of  bequest,  and  of  inhcriton<fe  of  property  are 
dearly  dcJincd  and  limited  by  law.  Wo  are  now  ready 
to  coDRider  the  economic  importance  of  private  i»roperty 
for  the  production  of  wealUi.  It  htvA  been  found  that 
men  will  oot  engage  in  production  in  nny  cflicient  man- 
ner unless  they  are  secure  in  tbo  enjoyment  of  thf*  prod- 
ucts of  their  labor.  Through  the  efitabliehmunt  sind 
protection  of  proportj^  riglite,  the  Slate  furnishes  men 
with  the  greatest  incentive  to  diliprcnt  effort.  Only 
through  cofiperation  of  Tarions  sorts  can  prodiiclion  l>e 
made  at  all  targe  and  eL>|)i<nis.  Tlie  division  uf  labor, 
the  C-T^^liunge  of  products,  and  the  voluntary  cirfiperaLioti 
of  landowners,  capitalists,  and  laborers  iu  forming  a 
business  undertakin^i  all  presuppose  the  recognition 
and  protection  of  the  property  rights  of  individuals.  In 
defining  and  safe-cuarding  property  rights,  the  Slate 
creates  the  indispensable  conditions  of  all  effective 
prod  net  ioti. 

4,  Tho  State  determines  the  conditions  and  the  man- 
tier  of  making  contracts,  and  then  enforces  the  faithful 
performance  of  such  agreotuents.    The  exchange  of  prod- 
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nctA  and  tlie  organization  of  bueincsB  enterprieea  by 
Inndlord^f  capltuHatST  employers,  and  laborers  oould 
hardly  be  carried  on,  and  could  never  have  reached 
their  present  atato  of  devolopmetit  vithout  a  strict  or- 
forcoment  of  contract  agreements  botwecn  buyera  and 
Beliers,  or  between  eraployera,  on  the  one  hand,  and 
labnrerfl,  capitalists,  and  landowners,  on  the  other- 
5,  Tlie  Statfi  pcsj-forma  many  aervlcE's  iiid]a|}ensahle 
ir  the  production  of  wealth,  wliicli  private  individuals 
lever  wonld  perform  in  a  satisfactory  manner.  The 
coinage  of  money,  the  regulation  of  vei^^hts  and  mena- 
ures,  and  the  construction  of  roads,  lighthouso&,  har- 
bor improvements,  and  ocean  and  river  dikes  an3  a  few 
esamples  of  such  aervicefl. 


II.   SlagsH  m  the  Development  of  Prodaction- 

93-   We  can  distmgNish  five  sta^s  in  the  develop- 

Iment  of  the  proceaa  of  weolth-prod action. 

1.   Tbe    hunting  and   Hgbing  stage-      In  the  lowest 

^grade  of    economic    development^  wealth  is   produced 
tnaiuly   by    hunting  or  fishing,  by  labor  of  Tueflveccft- 

[mere  occupation.  Little  capital  is  used,  ""^ic  itagBi, 
and  it  couAistfl  of  n  few  mmple  tools  and  weapons. 
Famine  is  of  frequent  oct^urrence  whenever  suppliea 
of  fish  and  game  become  scarce.  Population  is  sparse, 
since  much  land  ia  required  to  furnish  fish  and  game 
sufficient  to  support  a  single  person.  Slavery  seldom 
or  never  existe,  since  slaves  could  be  made  useful  only 
by  putting  weapons  In  their  hands,  a  process  dangerous 
the  maaters.     Fiehliig  LribeSf  when  situated  on  t1in 
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shores  oF  navigable  waters,  maj  derelop  into  coi» 
mercial  peoples.  The  American  Indiana  were  mostly 
hunters  and  liafaermen  at  the  time  of  European  colo- 
Qiaation.  In  pioneering  the  way  for  the  advance  of 
oivih^tiou,  the  Europejin  settler  often  had  to  adopt  the 
same  method  of  securing  a  living. 

2,  The  paatorul  stage.  The  second  period  of  eco- 
nnimc  development  ia  marked  hy  tlie  fact  that  men  learn 
to  rear  and  doniesHcate  herds  oF  animals,  and  to  depend 
chiefly  upon  their  herds  for  food  and  clothing.  Tbo 
production  of  economic  ^oods  increaeoB ;  and  Gome  per- 
sons acquire  considerable  wealth,  which  consists  mostly 
of  sheop  and  cattle-  SlaTery  appears,  and  captured  ene- 
mies an]  often  employed  in  tlie  [leaccful  Inbor  of  pas- 
toral industry.  Pnatoral  peoples  are  usually  nomadic, 
wandering  around  in  search  of  the  beat  pastures.  In 
the  United  Stales  cattle  raising  has  long  been  a  typical 
frontier  industry^  trhich  graduallv  [uakes  way  for  agri- 
culture and  matiufacturee. 

8.  The  agricultural  fttiige*  <  The  next  advance  is 
made  vlii^ii  men  learn  to  raise  plants  as  veil  as  animals. 
Wore  capital  is  used  in  production,  and  the  cooperation 
of  nature  is  soeured  to  a  much  greater  extent.  When 
tho  cultivation  and  improvement  of  the  soil  be^ns, 
pc^le  settle  down  on  definite  tracts  of  land*  and  ccaae 
to  lire  ft  wandcriijg  life.  Private  property  in  land  then 
originates.  The  production  of  irealth  incre^ises,  so  UiU 
ft  giron  area  of  land  ean  support  a  largelj  increased 
poptilatioQ.  Slavery  often  aasumes  large  proportions, 
einoo  mto  pnfv  to  impow  n|>on  sUves  th«  hard  Ubors 
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of  agriculture.  Subordinate  to  agriculture  and  cattle 
raiflitig,  hunting  and  fialjiiig  mav  be  pureucd.  In  ngri- 
cuUural  cOEomiitiitioA  aomo  diviaioa  oE  occupELtionB  may 
be  found,  particularly  in  tbo  cose  of  wood  and  mi^ta] 
workci^a. 

4.  Tfae  mauufa^turfng  and  commercial  stage.  Ab 
tbis  point  grenter  attention  la  given  to  tnaniifacturlng 
into  bigbly  finished  products  the  raw  muteriaU  secured 
by  tbe  huntings  fiehinj^,  pastoral,  agncultural,  and  min- 
ing induatrica.  Tbia  work  requires  a  much  larger 
amount  of  capital,  and  leads  to  a  aeparation  of  trades. 
The  divisiQU  of  labur  may  also  be  introduced  ;  but 
manufacturea  sire  carried  on  inaitily  by  hand,  aided 
only  by  the  motive  power  of  QuimalsT  wlnd»  and  water. 
Commerce  now  boccmes  on  industry  of  prime  impor- 
tance. When  mea  live  by  aj^riculture  each  community 
ia  self-sustaining,  and  requires  few  commodities  pro- 
duced in  otber  placen^  With  the  growth  of  hand  trades, 
*iomniunitiea  begin  to  show  diFferent  capabilities  for 
producing  rnrioas  kinaa  of  goods  ;  certain  industries 
become  localized  in  regions  that  have  the  greatest  ad- 
vantages for  producing  them;  and  an  eschange  of  prod- 
duels  begins  on  a  wider  acalc-  The  growtb  of  commerce 
leads  to  tlie  esteudcd  use  of  money  to  facilitate  ex- 
changes, whbh  had  previously  been  carried  on  by  baE'ter, 
At  dio  same  time  the  rise  of  manufacLures  and  com- 
merco  stimiilatce  the  growth  of  cities,  which  now  become 
manufacturing  and  commercial  centers.  In  antiquity 
the  most  flouti.'^hiDg  states  of  Qreeco  and  Italy  reached 
the  manufacturing  and  coumicrclal  stage.     In  1760  the 
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leading  countncs  of  Europe  were  in  this  period  of  de- 
velopment, 03  were  alao  the  Ui'gcat  and  moBt  populous 
of  the  English  colonics  in  America. 

5.  The  Liidufitml  aLage.  This  at&ge  w&s  reached  in 
the  time  of  tbe  Industrial  Revolution,  England  led  the 
WAV,  followed  by  the  United  States  and  variouft  Euro- 
j»eDn  countries.  It  is  characterized  by  tbe  vast  increase 
of  power  manufacture  ;  first  atcam,  then  clcctricifj  being 
utilized.  Tmnsportation  facilities  arc  revolutionized  bj 
the  rse  of  steam,  and  interualioiiQl  commerce  rapidly 
increases.  Exchanges  are  (sffected  aa  much  through 
the  means  uf  credit  as  of  money.  The  employment  of 
power  in  manufactures  vastly  tncreasee  the  use  of  capi- 
tal, while  business  is  conducted  on  a  mucli  larfrcr  scale. 
Heueebold  manufacturing  industries  are  replaced  by  fac- 
tories ;  email  factories  tend  constantly  to  be  replaced 
by  gigantic  enterprises  ;  and  the  business  corporation 
hecnmpa  the  common  foi-m  of  indiiftlrial  orcranization. 
As  we  are  now  liv-itig  in  the  industrial  stage,  the  remain- 
der of  this  book  will  be  devoted  mainly  to  an  esplana- 
tion  of  itB  chartictcrlBtios  and  tendencies. 


m.     Fiecdom  is  tbo  Estahlialaaoiit  of  Prodnctivo 
Undertahiiiga. 

§  94.   Tn  modern  economic  society,  employers,  capi- 

taliats,  landlords,  and  laborers  are,  to  a  large    extentf 

Tr«4oiiiof     free  to  cooperate  in  establishing  productive 

JJI^^^^'nudcrtakings.     In  the  absence  of  legal  re- 

"p*w.  straints,  labor  and  capital  are  freely  invested 

Ja  djQSC  iines   of  bualneeB  yih 
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returnfl.  If  any  profeBsion  or  trade  Is  not  adequately 
Biip|flii^d,  reran nerixt ion  will  be  80  high  as  to  induce  a 
BiiBicient  Eiuiubcr  of  new  enterprises  to  ho  cat&bliBLod  to 
meet  the  di^mEiiid.  On  the  other  hattd,  when  any  line  of 
mifiiiicas  becomes  over-aiipplied,  capital  and  labor  will 
sooner  or  later  seek  investment  tlsewliere.  In  tbfs 
manner  tha  productive  forces  of  society  are  distribtited 
among  different  branches  of  production  In  proportions 
roughly  corrosponding  to  tho  necda  of  the  public.  In 
Euvopeaa  countries  sncL  freedom  of  investment  did  not 
exidt  at  bbe  close  of  the  last  century.  In  Friince,  up  to 
the  Revolution  of  1789»  governmental  restrictions  and 
oppressive  regnlations  made  by  exclusive  corporationa 
rendered  it  almost  impossible  for  atiy  save  a  priTileged 
few  to  carry  on  manufactures  or  oommeroo.  In  Eng- 
Uud*  until  the  Induatrial  Revolution,  the  invcfitnient  of 
labor  and  capital  was  rcfitrioted  by  guild  regulations 
and  by  laws  that  hindered  the  movement  of  laborers 
from  one  parish  to  another  In  general,  it  can  be  said 
that  individual  enlerprises  or  bnsineBs  partnerahipe  were 
EretMi  from  reatrietions  earlier  than  corporate  under- 
takings. Until  tho  last  forty  or  fifty  years,  both  in 
England  and  the  United  States,  corporationa  were  char- 
tered only  by  special  acts  of  legislation.  Tho  bestowal 
of  ehartera  became  an  act  of  legislative  favor  or  of 
|iolitical  privilege,  Membera  of  one  political  party  often 
found  it  iraposaiblo  to  Bocnre  a  corporation  charter  when 
tlic  other  party  was  in  power.  A  great  advance  waa 
made  when  general  laws  were  passed  making  it  possi- 
ble  for  any  persons,  upon  complying  with  necessary 
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requiremenis,  to  asBociatc  themaelvea  m  &  corporation. 
At  the  present  tiiii«  eome  of  our  statos  allow  charters  to 
be  granted  only  ujiJcr  general  laws,  and  the  tendency  ia 
Bverjwliero  to  restrict  the  granting  of  special  eharlerfl. 
In  a  few  inBtoncea  the  catabliahment  of  productive  enter- 
priaca  ia  atill  limited  by  law,  Tlio  United  States  pre- 
veiitfi  private  parties  from  engaging  in  the  po&tal 
buainess.  In  towna  and  cibiea  anch  onterpnBea  aa  gaS; 
elecLHc  lights,  and  water  works  are  carried  on  either  by 
the  cities  or  by  private  corporations  which  have  received 
exclusive  fianebiaea  and  privileges  fr^m  the  naunidpal 
govorumenta. 

IV,     Coat  of  ProdDctiaa* 

§  95.   It  will  be  useful  for  us  to  make  a  careful  analy- 

Bia  of  the  difTorent  elements  tliat  may  enter   into  the 

coat  of  production  of  a  commodity.     Since 

GMiQfpro-      we    are  now  conaidenng   production   aa   a 

""'         nodal  processT  we  must  analyze  the  coat  ta 

BOtTuti/  of  producing  various  l^iiida  of  wealth.    This  can 

be  done  by  aaking,  What  does  society  sacrifice  in  order 

that  the  productive  process  may  be   carried  on?    The 

dilTcrcnt  cleiiicnta  of  aacrifico  that  may  enter  into  the 

social  coat  of  proiuclioc  are:  — 

1.  Tlie  destruction  of  natural  agojits.  Many  kinda 
of  production  may  he  carri(^  on  withont  appreeinbly 
lessening  the  number  or  usefulness  of  the  natural 
agents  that  asaiat  tliQ  process.  A  windmill  or  a  water 
wheel  may  be  uacd  in  such  a  manner.  But  in  many 
easeo  ecme  ^fta  of  nature  are  conaumed  during  the  pro* 
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iiictire  proreaaT  ^"^  '"  such  a  waj  tliat  the  number  or 
imefalnosB  of  the  avsiilablc  natural  agents  is  Ies9cned- 
Thia  occurs,  for  instance,  whoocver  coal  is  consumed  in 
^^nersitini^  steam  or  electricity.  The  industries  of  Eng- 
land each  year  conaumc  a  very  appreciable  portion  of 
the  coal  supply  of  the  country.  In  agricultural  iudus* 
try  the  principal  natural  agent,  land,  may  bo  iiiij)roved 
by  careful  citltivatian  ;  but  in  soino  coses  the  fertility  of 
the  soil  is  decreased.  In  the  United  States  our  great 
staple  crops  of  tobacco,  cotton,  corn,  and  wheat  have 
taken  from  the  soil  a  far  larger  amount  of  the  vcgotablo 
and  chcmioat  elements  necessary  for  the  gixiwth  of  plant 
life  than  has  been  restored  to  the  land  in  the  form  of 
fertiliKers,  In  general  we  can  say  that  mining  indus- 
tries gradually  k-tis^.-n  man^s  available  supply  of  natural 
agents.  Agricnlture,  fialieries,  and  forestry  may  bo 
rationally  conducted  in  euch  a  manner  that  our  supply 
of  natural  agents  will  not  be  Iasa(3nedi  and  may  even  be 
increased-* 

2.  The  destruction  of  capital-  Practically  all  pro- 
duction necc^sitatcH  the  destruction  of  a  certain  amount 
of  capita^  both  fixed  antl  circulating.  The  cost  to 
iciciety  of  the  capital  consumed  in  production  :s  mada 
up  of  two  olcmc^ntfl,  labor  and  abstinonco.  When  capi- 
tal is  Gonaumccl,  society  loses  first  of  all  the  labor 
expended  in  producing  the  materials  or  tools  thus 
destroyed.      Second,   it  should  be  noticed  that  ahstl- 

>  BmuI  Marsr,  "  The  EartTj  ui  Mixtified  hy  Hnmui  Actiiin,"  for  a  nuble 
pica  for  CL'orxMnj  m  tha  uao  oC  aU  natnnt  ngcat^  Sen  itlfio  jETOJfi,  "  Xlio 
CuoJ  Queatiun." 
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aeoce,  or  waiting,  vos  Decessary  for  the  ionnation  of 
the  original  e&piial,  and  will  be  ndcesBair  for  \Xb 
replaicement 

3.  Labor*  Not  onlj  ia  labor  required  to  produce 
capital,  but  also  it  moat  be  exerted  in  oalng  capital 
for  the  purpiiae  of  furtber  production.  The  aocial  cost 
of  labor  will  di-pend  upon  tvru  i.'li^inenlft  :  (i)  the  charac- 
ter and  intensity  of  the  labor,  vbetber  Intellectual  or 
physical,  Bkilled  or  uuHkUIed ;  (£)  the  length  of  time 
during  which  labor  13  exerted- 

T,   The  iDTefitmeut  of  Lttbor  BJid  Capital  upon  Land. 

g  96.   In  productive  uidustry  it  is  necessary  to  inTcst 

labor  and  capital  npOD  land.     Now  it  ie  a  common  fact 

of   experience  that    in    certain    induetries, 

ttgnouUure,  for   inBtance,  much   leae  labor 


ond  copital  can  be  iavcsted  upon  each  acre 
of  land  tban  in  other  induatriefi,  such  aa  manufacturea 
and  coinmerct^  We  have  next  to  investigate  thifi  ques- 
tion of  the  extent  to  which  it  is  possible  to  invest  labor 
and  capital  upon  a  definite  tract  of  land. 

§  97.  Firflt  we  will  consider  ai^rieultural  industry.    At 
any  given  timo  every  farmer  knows  that  there  is  a  point 
ntivwoc      bc3'ond  vhich  it  will  not  pay  him  to  invest 
J^J^^    labor  and  capital  upon  each  acre  of  land. 
*niciJi«B»     An  invefltinent  of  five  dollars  per  acre  may 
yield  a  return  of  twelve  biiHhela  vl  wheat.     PoKuibly  an 
investment  of  ten  dollars  might  have  resulted  in  a  prod- 
uct of  twenty-four  bushels.    But  the  crop  secured  from 
tf  singic  aero  of  land  cannot,  at  any  given  time,  bo  made 
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to  double  mdeliiiitely  hy  dauhling  the  in  vestment  of  labor 
iirid  capital.  To  continue  our  lUuBtratioiL,  suppoae  that 
Bfteeu  dollars  had  been  invested  u[»od  the  given  acre  of 
land  iiistoad  of  ten  dullars.  Then  it  is  probnUe  that 
the  crop  would  have  been  increased,  but  it  le  not  likely 
tlint  it  would  have  amounted  to  thirtz-eix  huahcU.  Sup- 
pofts  the  inveetuient  of  fifteen  dollars  to  yield  a  crop  of 
thirty  biishelsH  Then  tbo  results  of  investing  the  three 
different  amounts  of  capital  upon  the  given  ac;*e  of  land 
would  have  been  as  follows; — 


IbMIidkiL. 

OBCp, 

•10 

I1& 

12  baiihelB 
'M  buskela 

2.4  b^ihflli 
"£.4  liDihi-ls 
4^0  bu»JieU 

It  is  evident  that,  on  the  piece  of  land  in  question,  an 
investment  of  Bfteen  dollars  will  secure  a  larger  yield 
than  an  investment  of  ten  dollars;  but  that  tlie  average 
yidd  secured  by  each  dollar  of  labor  and  capital  is  lees 
than  it  would  have  been  bad  the  mvestinent  been  limited 
to  ten  dollara.  It  would  have  been  better  if  the  third 
fivo-doUar  investment  had  been  made  upon  a&othor 
piece  of  land.  Thia  ia  an  illuatration  of  the  method  in 
which  a  law  of  diminishing  returns  operates  in  agricul- 
ture. As  the  investment  of  labor  and  capital  upuTi  an 
acre  of  land  increases,  &  point  is  finally  reached  beyond 
which  on  increased  investment  would  yield  a  larger 
agf^regatc  but  a  smaller  proi>ortioaato  return.     li  this 
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were  not  true,  we  should  coiiti&iid  to  raise  all  our  agri- 
cuUarEil  produce  from  a  few  acres  of  land,  and  would 
never  haye  taken  tlic  trouble  to  reduce  other  fields  to  a 
condition  BuitnLle  for  eultivatioiii 

It  will  lie  noticed  tlmt  eare  wus  token  to  R^y  that  the 

law  of  dimiuislnng  returns  is  true  at  an^  given  time.    In 

_  anv  aeaBon,  when  Ubor  and  capits^l  ai'e  iii- 

The  effect*!  ^ 

inprD^oneiit*  YCtitcd  iH  the  cuUivation  of  l&nd,  agricul' 
'tural  metbods  and  BkilL  have  reached  a 
certain  stage  of  advanccmcut,  and  will  not  be  niatcri- 
allj  clianged  during  that  season-  Thej  are,  therefore, 
relatively  fixed  ;  so  that  tlie  eeonomlet  can  say  tlmt,  at 
anif  ffiven  time,  iEveatmtntB  of  labor  and  capital  can  be 
carried  only  to  a  certain  point  befure  thcv  will  begin  to 
yield  a  diminisbing  return.  On  the  other  hand,  if  we 
compare  ooe  aeaaon  with  another,  or  compare  one  period 
of  ycara  with  another,  no  law  of  diminishing  returns 
may  be  found  (o  bold  trnc.  Scientific  ugneiiltiir*?  is 
each  year  making  it  possible  to  invest  more  capital  upon 
land  without  encountering  a  point  of  diminishing  re- 
turns. Continuing  our  illustration,  wo  may  suppoao 
tliat  improved  methods  of  cultivation  are  originated, 
and  that  these  improvementa  make  it  posBible  to  invest 
fifteen  dollars  ujion  each  acre  of  land,  and  to  secure  an 
average  yield  of  Iblrty-Hi-v  hnshels  per  acre.  The  law 
of  dimiaifthbig  returns,  therefore,  is  true  onlt/  at  a^hen 
ne.  At  one  season  tt  is  poGsiblo  to  invest  only  ten  or 
in  dollars  in  cultivatin>r  each  acre  of  wheat  bcfoi-o 
ig  at  a  point  of  dimiuiabing  returns.  Improved 
,a  of  farmifig  may,  howerei-,  after  a   period  of 


LABOR  J^'D  CAPITAL  UPON  LAND,  167 

year*  make  it  jiossiLle  to  inveat  Gfteen  or  twenty  dollara 
oil  cac^i  aci^o,  and  to  eocuro  a  proporttonatolj  increased 
return.  Bearing  these  GOQBidcriLtioLa  in  mind,  wo  can 
state  tfje  luw  of  diminishing  returiiB  as  Profeaaor  Mar- 
shall  liaA  formulated  it:  ^'Aii  increase  iu  the  capital  aud 
labor  applied  in  tho  cultivation  of  land  causes  in  gcnoral 
a  less  thiin  proportioimtG  tncr&osQ  in  the  amount  of  prod- 
uce raised,  unless  it  happens  to  coincide  irith  an  im- 
provumcnt  in  tlio  arts  of  agriculture." 

We  have  bccq  claevrhore  that  the  population  of  ciyi- 
lized  cniiiiirtea  is  increasing,  and  is  likely  to  increuHe  for 
a  eonsMi'i'flMe  time  to  como.     This  fact  will  ,    „   „_ 
make  it  necessnry  to  raise  more  agricultural  oriiicuwiii 
products  aa  fast  as  numbers  mcrease.     The  jctoiuiaM- 
law  of  dimiiiisljing  returns  has  somctimcfl  '*'^'*^'^" 
been  consldtreJ   to   imply    that,   vrhen   all   landa   now 
vacant  shall    have   hecoitie    occupied,  men  will  secure 
increased  supplies  of  agrjcultinsl  products  only  hy  ap- 
plying more  and  more  capital  and  laher  to  land  that 
will  yield  a  conatantly  <limin]aliing  roturn.     Such  a  con- 
oluftioa  is  wholly  un wan-anted-    From  year  to  year  tho 
progpesa  of  agrlciiltapo  is  making  it  eaeior  than  ever 
before  to  secure   the    products  of  the    soil.     There  is 
reason  for  ilnnkiiig  that  scieiitiric  agricultine  ia  only  in 
its  infancy^  and  fUat  in  the  future  its  progrt^sH  will  l>e 
much  more  rapid  than  in  the  poet. 

§  98.  It  is  often  overlooked  that  mannfaeturos  are 
subject  to  a  law  of  diminishing  returns.  If  capital  ia 
CO Qstantly  invested  on  a  single  acre  of  land,  a  point  ift 
finally  reached  where  it  will  ho  motfb  profitable  to  iu- 
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vest  further  capital  claewliere.  Suppose  a  factory  to 
cover  an  acre  of  ground.  On  eacb  story  of  the  build- 
ing only  a  certain  number  of  laborers  and 

dfm^mjv     tnachicea  con  be  employed.     If  the  inTost- 

rMiruin  ment  of  capital  is  increased,  additional 
atones  will  have  to  be  added  to  the  buihlhig. 
Now  there  are  defuiite  limits  to  the  number  of  eioriea 
tl^at  can  be  used  economically  in  a  factory  buihling- 
The  older  factoriee  are  four  or  five  stories  high,  but 
inodera  factory  ccnstructioiL  favors  one  or  two  etory 
buildlngSp  l:i  such  a  low  building  it  is  found  that  the 
largeet  return  can  usually  bo  eccurcd  from  each  dollar 
of  inveated  capital.  The  espenscs  for  elevators,  heavier 
walls,  and  greater  lire  risks^  combiited  with  the  reason 
that  the  factory  can  be  less  conveniently  arranged  anJ 
managed,  make  high  buildings  less  desirable  for  manu- 
facturing purposes.  The  Iqw  of  dimiiusliiug  returns, 
therefore,  applies  to  inanulactures.  AVhen  a  certain 
amount  of  labor  and  capital  has  been  invested  on  a 
single  acixi  of  land,  a  larger  return  can  be  secured  for 
future  investuieuts  by  placing  tht^ni  on  a  new  piece  of 
ground,  Mannfactiirmg  iuduatries,  bowever,  permit  a 
much  larger  invcstmotit  to  be  made  on  eacli  acre  of 
land  than  ean   bo  made  in  agriculture.     It  is  easy  to 

Lvcst  several  hundred  thousand  dollars  upon  on  aero 
''Of  land  devoted  to  manufacturing  industry  before  the 
point  of  diminishing  returns  is  reached.  lu  most  kinds 
of  agricultural  Industry  only  a  fraction  of  one  per  cent  of 
'his  aojiiunt  can  be  invested. 

j  09,   In  other  industries  the  greatest  di^erencea  exiat 
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in  respect  to  the  amountB  of  labor  and  capital  tlmt  can 
l>e  invested  before  the  point  of  dimintehing    -^^^^^^ 
returns  ia  readied.     Mining  la  most  decid-    iimia^ihinK 

retunu  la 

edly  an  iniiiietrj  of  diininislimg   retuniB,^    other 
As  eurfaco  depoaiU  are  exhausted,  eliafts  ™ 

muBt  be  driFCn  further  into  the  earth,  at  greater  eipenae 
end  with  a  rapidly  diminiehin^  return.  In  commercial 
indaatdea  very  large  invcatmenta  can  be  made  tipyn 
each  acre  of  laud.  In  citiee*  buildinga  that  cost  aeyiiTal 
million  dollars  are  built  upon  land  that  co&ta  hundreds  of 
thouaauds,  or  even  more  tlmn  a  million,  dollars  j»er  ucre. 
Such  investments  frequently  amount  to  $2,000,000 
per  acre.  Yet,  even  here,  the  point  of  diminiahin^ 
returns  is  ultimately  reached.  Tho  tallest  ofBcc  build- 
ings cannot  bo  raised  above  a  certain  height  escept  at  n 
rapidly  iDcroaaing  expense.  When  such  buildings  are 
placed  close  together,  very  large  areas  have  to  be  left 
vacant  in  order  to  eecnre  theneceasary  amount  of  air  and 
light  At  the  present  time  our  tall  buildint^  are  usu- 
ally isolated,  and  accurc  eufficicnt  air  and  light  because 
they  toTTcr  above  neighboring  structures.  If  all  the 
office  buildings  of  the  business  portion  of  a  cily  elntuld 
be  conHtructed  on  this  plan^  large  aroas  would  neces- 
sarily be  left  vacant  to  serve  ns  air  epaccs-  As  the 
height  of  the  hntldinp^  increased,  the  open  area  would 
bare  to  be  larger,  and  would  finally  more  tlian  oountcr- 

1  Ultimntt^ly.  of  coarsfl,  n  point  of  Mthuvtlon  Is  narlid,  Tn  ni^nful- 
hirrr  ao  ^ncfi  mndjtinn  n?fld  ha  reach?*!,  haX  IhikL  rnav  iTri|irrpve  aXwr  hriti- 
dtodB  of  jpan  of  cAroful  cnltirniinn,  Tlie  lAWDCillmiuluhjo^  [Qtuma  liu 
nnthing  to  do  with  lh«  ^xluiuliob  of  W\&  boIL 
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faalnnce  arj  gaiu  of  space  secured  hy  conatntt'ting  addi- 
tional stories.  The  necessity  tif  proviUing  prompt 
Glcvnlor  service  is  aoolhor  force  that  tends  to  the  same 
roBult.  The  number  of  clevatore  mitst  be  largely  in- 
creased 0.3  tho  Iieight  of  the  building  increases.  The 
increflscd  room  devoted  to  elevators  tends  finally  to 
coiiiitei'balauee  tlie  gain  of  space  secured  hy  construct- 
ing higlier  buildings. 

It  appeai-s  that  a.  point  of   3imtuiahing  returns  is 

rcaclitid  ultimately  in  all  productive  indiistiics  located 

upon  a  given  area  of  ground.      Sooner  or 

SBmdiity' 

later  there  comes  a  time  wlicn  a  larger  re- 
turn CQU  be  secured  hy  investing  labor  and  capital  upon 
oilier  ti'acta.  In  agriculture  the  point  of  dimiiiishing 
returns  is  reached  with  uiucb  smidlcr  iiivestmeuts  than 
in  mancfaetures  or  commerce^  but  all  these  industries 
differ  merely  in  the  degree  to  which  they  admit  of  an 
intcuGive  investment  of  labor  and  capital  Again,  the 
law  of  dimitii^hing  returns  is  true  only  at  a  gircQ  period 
of  time;  and^  from  year  to  year,  inventions  and  dis- 
coveries hiereaac  tlie  amount  of  labor  and  capital  tliat 
can  ht?  invested  on  eaeli  aere  of  land  wilhout  causiitg  a 
decreaso  in  the  return  to  each  unit  of  inrestmont. 


TL    LftT^o-Scale  Prvdaction. 

§  100.    During  tho  piescnt  century    there   has  been 
ft  remarkable    coacenti^ation    of    productjv-e    induatry. 
CMMatratlBB  Formerly   Lhe  amount   of  capital   and  labor 
upnavnid^  cdmbiDod    in    the   avi^rage   Inisiness  enter- 
prise waa  far  smaller  tliau  it  is  to-day,  while  the  concen- 
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tratioD  of  production  lu  large  eatabliahtncnts  U  mo^ 
marked  at  the  present  momont  thEUi  ever  before.  'A 
foff  etatiatics  will  show  how  greatly  tlio  size  of  the 
average  business  eatabllBhmezit  has  increased.  First 
maj  be  preseuLed  the  cuisua  atatiatks  of  all  munufac^ 
tares  of  the  United  States  fram  1850  to  1890. 
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Thia  process  of  concBtilration  is  njucli  more  marked  in 
the  textile  industricB,  as  abown  by  the  statietice  of  the 
last  Qvc  census  jeara;  — 
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Again,  the  iron  and  etecl  industries  show  even  a  greater 
degree  of  concentration  :  — 
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§  101-    Uodem  production  t^nds  tn  become  cnncen- 
trat«d  in  large  eBtablldhmenlfl  for  the  reason    that  it 
can   be   carrietj   on  most    ecoaoniically   in 
tiicnnrttif  that  manner.     Large-scale   prodaction  may 
oiftune       secure  the  following  cconomie&:  — 
''^'  1.    EcoDomy    in   fised   capital.      Modem 

machinery  ib  ex  pensive,  and  requires  expensive  factory 
buildings.  Macbine  producUuti,  tlierefore,  neceBsitales 
a  vcrv  large  outlay  for  fixed  caj^ttat ;  and  tins  clutnent 
of  iuvcelmcnt  tends  to  increase  each  year.  The  Btatia- 
tic8  jnat  pr^eutod  ahov  tbat,  in  tbe  United  States,  the 
nverage  amount  of  capital  invested  In  a  manufacturing 
t'atablinbment  was  about  four  and  a  half  times  aa  great 
in  1&^  ELH  it  waj^  in  18<^«  wliiie  at  ifie  a^me  time  tlie 
average  number  of  laborers  employed  is  less  tban  twice 
as  larj^.  In  tbe  textile  industries  they  abow  that,  while 
tbo  amount  of  capital  invested  in  tlie  average  establish- 
ment has  increased  to  five  times  the  fj^urca  for  1850, 
tbe  average  number  of  laborers  emplojecJ  las  iucreaaed 
less  than  tliree  tirnt^.  In  tbo  iron  and  ateel  indu.striea 
it  appears  that  ibe  average  investment  of  capital  ia 
nearly  four  times  as  large  as  it  was  thirty  years  ago, 
vhilo  the  average  number  o£  employees  is  only  two  and 
one  half  times  as  lurge.  It  is  evident,  tborcEore,  that 
Uje  cost  of  fixed  capital  is  aii  increasing  element  in  the 
cost  of  production-  Now  the  cost  of  the  fixed  capital 
often  does  nut  Increase  pro[K)rlionately  as  the  product  of 
the  faclorj  inerenaes.  For  this  reason  such  costs  are 
tisrmed  the  "  fixed  charges'*  of  a  business,  since  within 
cortuinJimita  tliey  do  not  rary  much,  as  the  amount  of 
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bnaineFia  is  larger  or  smaller.  On©  largs  bnilding  may 
cost  loss  than  tu-o  acnail  ones,  while  it  may  funiiali  room 
for  the  same  amoiintof  machinery,  Geaorollja  amaller 
expenditure  for  efigJTies  aad  other  machinery  will  enable 
one  large  factory  to  lum  out  as  large  a  pi-oducb  an  two 
small  ones.  THia  la  because  tio  ma^i^hine  is  needlessly 
duplicated  in  the  large  factory,  while  in  the  two  amallor 
factories  aome  of  the  machinery  may  be  only  half  util- 
hod  for  a  confiidorablo  portion  of  the  time.  This  often 
happena  when  costly  machinery  is  required  to  perform 
some  abort  operation,  and  would  remain  idle  much  of 
each  day  in  a  smiiU  factory  where  the  product  is  not 
large  enough  to  keep  the  machine  constantly  employed. 
Steam  railroads,  f^s  and  electric-light  work3>  and  street 
railways  are  the  most  common  illuBtrations  of  bnsineases 
that  require  very  largo  outlays  of  fixed  capital.  In 
thcae  induatrica  ono  company  can,  manifestly,  supply 
the  same  territory  with  very  mnch  less  unnecessary 
reduplication  i>f  tracks,  gas  pipes,  electric  wires,  etc., 
than  two  companies  would  req;iire.  But  Iheanme  thing 
is  true,  allhongli  sometimes  to  a  less  extent,  of  giant 
factories  in  which  hundreds  of  thousands  or  oven  several 
millions  of  dollars  arc  invested  in  land,  buildings,  and 
espensive  machinery.  In  general*  it  may  be  said,  that 
the  larger  the  outlay  of  fixed  ca[)ital,  tbo  greater  are 
the  economies  that  result  from  tlie  concentration  of 
production  [n  a  ftuiall  nnmber  of  largo  eatabliflbmontP, 
[f  the  annual  expenses  for  interest  and  replacement  of 
tixed  capital  arc  3<S00,0(}0  in  any  busineae,  and  the 
product  ifl  $1,000,000,  then  the  costa  of  the  fixed  capital 
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Will  be  tbirty  cents  for  each  duller  of  prodaet.     Now  il 

the  output  of  the  business  be  increaaed  to  il,500,000  b^ 
merely  utilising  the  machinery  to  the  greatest  degree 
pOBBiblc,  then  the  costs  of  the  Gsed  capital  will  bo  only 
twenty  centa. 

2.  Economy  may  also  l>e  effected  in  the  circulating 
capital.  Lesfl  coal  or  lubricating  oil  may  be  rc(|uired  m 
oce  large  factory  than  in  two  emnll  onca,  A  large  store 
need  not  have  on  hfind  at  all  times  twice  the  atook  of 
riiiiE^hed  products  that  two  flmall  stores  may  require  in 
order  to  enable  them  to  meet  any  probable  demand  of 
their  cuatomers, 

8.  Id  cxpcrimQnting  with  now  methoda  and  invent- 
ing new  machinery,  a  large  concern  has  a  great  advan- 
tage over  a  Branll  one.  Invention  and  experiment  are 
often  exponalve  processea  which  only  a  busineaa  pOB- 
sesaod  of  large  capital  can  afford.  Some  largo  concerns 
keep  scientistB  aikd  inveiitora  at  work  endeavoring  to 
improve  the  procesHeti  by  which  production  is  cuiried  on. 

4.  LfL  rg<i -scale  production  often  reaulta  in  an  econ- 
omy of  Bkill.  Labor  can  bp  much  more  efficiently  aul> 
divided  in  a  largo  bueiticee  nndertcking.  Out  of  a  great 
number  of  employees  men  of  escoptional  talenta  can  be 
aclected  for  the  particular  linea  of  work  for  which  they 
are  best  fitted.  A  hi^^h  specialization  of  work  and  a 
gi'eater  effieieney  in  the  application  of  labor  can  l)c 
aeonred  in  this  way,  SometimeB  an  ahaolnte  saving 
may  be  effected  in  the  amount  of  labor  required  to  do 
thr-  name  wr>rk.  It  io  said  t.hut  a  atenmer  of  two  hun- 
dred or  three  hundred  tone'  burden  needs  ouo  eailor  for 
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every  19.8  lona  of  cargo  carried,  while  a  stoamer  i)f  eiglit 
htiudred  to  oug  tliouaand  tona  roqiiin^s  only  one  Hailoi* 
for  each  41.5  toiiB.  ]il  many  departments  of  production 
only  a  |K)rtiou  of  tlic  raw  matorialB  cuti  be  used  for  tlie 
f>uri>03e  of  producing  tho  main  products  of  each  buaincse. 
A  ctmeiderable  part  of  the  raw  material  hccomca  waale 
nnlesa  soinR  means  cau  he  fouEiU  to  utilize  il.  In  a  large 
business  the  flmount  of  wiiAle  mati^nal  Ia  very  great,  uiid 
Llic  incentWo  foraaving  it  ie  ci^rrespondingly  tucreased. 
In  refining  petroloam,  material  which  was  formerly 
wasted  is  now  utilised  for  the  production  of  lubricating 
oil,  naphtba,  and  paraflinc.  So  in  Ujc  buaiacas  of  beef 
and  pork  packing,  a  tiiore  complete:;  utilization  of  every 
part  of  tlie  animal  is  effected  in  large  estdhHshmeuts 
than  conid  bo  secured  in  any  other  way-  Hfdoa,  lioufs, 
homa,  bonea,  blood,  brlstlee,  hair,  are  utili^iod  in  the 
production  of  leather,  glue,  fertilizora,  etc. 

6,  Large  busincas  cstablisbmouts  can  effect  aaviuga 
by  carrying  on  for  themaolvea  allied  or  anbaidiary  pioc*- 
essea*  Large  oil  refmcra  ruike  their  own  borreU,  tin 
cans,  tanks,  pumps,  Bulphuric  acid,  etc.  Largo  sugar 
refiners  import  their  o^^-n  raw  augar,  own  their  own 
wharves  and  warehouaee,  and  make  their  own  barrels 
and  boxes. 

I  102p  But  wo  ahonld  not  overlook  certain  very  im- 
portant facia  which  have  a,  tendency  to  diminish  the  ad- 
vantages of  large  over  aitmll-acale  production,  coontnuc:- 

1.   In  not  a  few    industries  a  factory  of  '^'*»«*" 
moderate  size  will  secure  the  maximum  cfHcicncy  of  both 
buildings  and  machinery,  so  that  little  or  no  saving  o£ 
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liKe<3  cftpital  is  effected  by  increaHing  a  businesa  bejocd 
thiB  point.  Professor  Marehall  mentions  cotton  spiii- 
uing  and  calico  weaving  as  ozamplea  of  tlii&  sort  of 
industries. 

2,  Power  IB  sometimes  distributed  from  factorj  to 
factcrj  from  a  central  engine  and  boiler  houae.  Tins  is 
oiteL  (lone  in  tlic  wis^;  of  steam  power,  and  will  be  done 
fo  a  Htill  greater  exti^nt  when  eleetrieit^  comes  into  more 
general  nse.  Such  a  device  places  the  small  producer 
nearly  on  a  jilane  of  equality  with  the  large  so  far  a£  the 
cost  of  power  ia  conccrnedi 

3.  New  proceaaca  and  improYcd  macliinery  are  often 
given  publicity  at  the  present  day.  Trade  papers  make 
a  busiDesa  of  disseminating  such  information.  Tlje  moKt 
improved  mucbinery  often  can  be  bought  by  the  small 
&fl  well  as  by  the  large  producer. 

4.  Small  estQbliBhmeuts  of  tho  same  sort  may  often 
bo  located  in  the  same  vicinity.  When  tins  happens, 
smaller  produceis  may  cooperate  to  aecure  many  of  the 
advautages  which  large-scale  production  gives.  They 
may  and  do  combine  to  own  pipe  lines,  by  which  crude 
petroleum  is  carried  from  the  oil  fields  to  distant  relin- 
eriea;  they  may  cooperate  in  eollecting  and  utilizing 
waste  products,  as  the  iiidi^pendcnt  oil  rcHucrs  often  do. 

5,  Finally,  it  must  be  admitted  that  large  business 
Gatalilishuients  often  caunot  be  as  carefully  sujici  in- 
tended in  all  their  branches  as  a  small  business  which 
la  under  the  eye  of  the  individual  proprietor.  There  ia 
&  groat  deal  of  truth  in  Adam  Smith's  remark  that  tlie 

rod  superialundeut  who  mauagce  other  peo]>ie's  capital 
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is  generally  less  watchful  and  alert  tbuTL  bueineBB  part* 
ners  who  iiiacagG  tlieir  own  property. 

6.  Ju  concJuBioDT  it  must  not  bo  forgotten  that  larg^ 
scale  production  dues  not  noccsBarily  mean  monopoly, — 
that  18,  the  concentration  of  the  production  of  the  entire 
supply  of  n  commodity  in  the  bands  of  one  group  of  pro- 
ducers. TliiB  haa  often  bet»u  the  result  in  the  caao  of 
ateam  and  afreet  railways,  or  of  gas  and  electric-light 
companies ;  but  Ju  other  CDses  the  result  has  been  to 
replace  a  multitude  of  small  undertaking  by  a  few  large 
enterpriBCB.  It  is  sometimes  claimed  that  the  economies 
secured  by  large-scale  prodnction  are  so  great  that  the 
final  reault  will  be  the  concentration  of  all  production  Ju 
the  hands  of  giant  monopolies.  This  is  a  question  which 
will  be  discussed  elsewhere. 

§  103.  The   combination   of    small  enterprisea  info 
large  was  first  noticed  in  tlio  case  of  those  industries 
which  furnish  commodities  or  florrices  that  larre  wmiiic- 
can  be  consumed  only   in  immediate  con-  ^i^JJ^' 
nection  with  the  business  plants.     Gas,  elec-  ^  ioiuiry. 
trieity,  water,  and  transportation  facilities  are  examples 
of  such  goods.     Uen  were  uot  long  in  finding  out  that 
one  gas  compaDj  can  furnish  gas  more  cheaply  than  two 
compauics  can  all'ord  to  do,  and  that  between  two  cities 
one  railroad  can  give  cheaper  aud  better  eervico  than 
two  roads.     A  tendency  to  large-scale  prodnction  was 
next  noticed  in  maniifiictin'en,  whci-ever  large  plants  or 
largo   investments    of  land,   buildings,  and  machinery 
were  required.     It  ig  possible  to  concentrate  economi- 
cally a  great  deal  of  capital  upon  each  acre  of  land 
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devoted  to    maun  facto  re^      In    a^cultore,  lai^€-sca1fl 

prod Tieti OIL  has  been  much  lesB  Guccessful.  It  is 
claimed,  with  apparent  reason,  that  the  largest  crop  can 
be  secured  from  each  piece  of  land  only  by  studying 
carcfiillf  the  pccnliarilice  of  everj  acre  of  floil  Each 
fiv&-acre  tract  ma>  be  best  suited  for  raising  a  different 
crop.  Only  on  l  small  fai'm  can  a  pi'oprJetor  atjdy  with 
SLiflicicnt  care  the  varying  capability  of  the  soil,  and  so 
secure  the  greatest  possible  product  From  each  acre.  In 
the  United  States  the  tendency  in  rocont  years  has  been 
to  cut  large  fariDB  up  into  small  ones.  Yet  there  have 
been,  and  are  still,  some  instances  of  large-scale  farm* 
iug  carried  on  successfully  with  heavy  investments  of 
ca|utal. 
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LTTEBATUEE  ON  CHAPTER  VL 

General  Refirencti  cu  in  iht  last  Chapt^* 

On  UieFormi  of  Boelneu  Undcrtaktnfia :  LaloRi  C^lopEBdia 

of  Political  Science^  "  Corporations  j "  Johnsdn'b  Cyclop-edia, 
"  Partneraliip,"  "  Joint^tock  Compapiea  ;  '*  Robinson,  Eiemen- 
tary  Law;  Holland,  Juriapradence,  &4-85,  288-297,  257,  258; 
XiCHCLSON,  Political  Economy,  131-137;  HADLEYt  Econon4pi 
143-I4e. 

On  t&e  Boonomlo  Fnnotlona  of  TZh  Stats:  Wilson,  The 
State,  637-640;  Ex-T,  Outlines  of  Economics,  257-808;  Farrib, 
The  State  In  ite  Relation  to  Trade.  Upon  the  right  of  private 
property,  see  Holiand,  Jupiaprudence,  175  et  seq.  \  Robinson, 
Elementary  Law,  22-34 ;  Mill,  Political  Economy,  Bk.  £].,  Chaps, 
land  2;  Gidic,  Political  Economy,  430-455;  Hai>let,  Economica, 
Chap.  2. 

On  tlie  Law  of  DlxoinlAhln^  Rettuiu :  See,  be&Ides  general 
references,  Cohuons,  The  Distribution  of  Wealth,  11&-1S9. 

On  XiVfo-aoale  Prodaotion  :  See;,  besides  general  references, 
Hadlbt,  Economics,  Chap,  fl ;  HofiaoN,  The  Erolation  of  Uodem 
Capitalism,  1-143. 
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t   ExahAAC*  ^  0«B«rmL 
I  104,  Tlie  pTfjCM  of  eidi&DginK  prfxiqcta  bu  &of 
ftlwftj*  lf<5fjn  M  importafit  AtuI  m  widclf  extcoUed  aa  it  ia 

riiiii<M[  ^'1  t^'^  ''f*^  ^'  ^^^-  '"'^^  admnoed  modern 
•**•**■■•■  nntUiMH.  Am'irig  uncivilised  or  B^mi-civil- 
hvA  |M)ri|Jott,  wlk'i  livtT  ill  flj(;  liiihllfi^,  llic  paBtoral,op  Ihe 
nicrlvolhirrU  ttiiii(OM,  tiwrb  furiLil>  proilucca  all  or  uearLrall 
Uio  jC'otU  whicti  It  crjnAumoBH  Commerce  is  conlincd  to 
Ulo  ov^ihArpjfo  of  (iiuiily  iiJviM|"ir(jLldo  articles,  which  hare 
Irii'^n  viiliin  hi  MriirdI  Ijitlk,  Hiidi  uh  [jrecioufl  Bt(mL:^a  aud 
inrUU,  Iv'try,  H|ri(^i<K,  OiiQ  fnhHcH,  ate.  Prior  to  Uio 
plUftanti  tviuliirjTp  vhon  Kitru^Ki  wna  in  the  trfldes  and 
iviinmrri*r  Ntn^ft,  iTirmt  of  the  producLB  of  indnstry  were 
ULKiHiittioJ  in  Uki^  plaiH>K  ^^liuru  Uic^  wrm  tii'4>[h)cod ;  and 
Uulkj  t>r  fH^rlvliublu  ooLniiioJiUvH  hiiJ  not  booi^ino  objects 
of  iip|iaiii[a  buf.wocm  liiHtuut  }»]nce0i  Tbcu  began  the 
ora  x\\  ritiinln,  piti-aiiiKtil|i0,  aitU  §U'utii  ruilroadB.  Tbia 
niiiLl<^  IHiKhiblii  wiiii'-»|irL'ud  LVM'buiigos  of  ull  pruducU, 
oron  tho  inoul  bulk)'  and  jiorialmblo.  Before  the  con- 
iTMioliuii  wX  railwA^v»  In  tbo  TiiiU^d  Sutt^a,  niost  commu- 
nlMim  1hn<  wcn>  hA>t  ailiintcd  v^\A^%  nn^iJH'nblc  water 
ififfji-fl^  irtirp  Mir-«u«Uini[i|£  vcviivmic  uuit«;  and  trere 
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bound  to  nolghbormg  commuDitiea  bj  few  ties  of  com 
niercial  intcrconrao. 

§  105,   The  idea  wqb  onco  common  Ibat  an  eschango 
of  i>rodL»ct»  could  profit  onW  one  of  the  tn-o  pat'lics 
effifctiug  it,  and  tliat  what  one  gmued  the    i^y^^t,—, 
other  naust  neceasaril/  lose.     Tlie  ralsity  of    "^  "e*«if>" 
tUia  \\qv  will  be  made  clear  by  couaidering  the  reaeonfi 
why  mea  deaii-e  to  exchfmgc  the  producte  of  their  labor. 

1,  Individiiala,  communitieB,  and  cv^n  natrons  differ 
raoflt  widely  in  teetos  and  customa.  One  man  or  one 
coomiunity  maj  prize  most  highly  a  commodity  which 
will  possess  little  value  fur  anotlitr  [lersun  or  another 
_coramunity.  Under  such  clrcumst.aniceBj  an  eschanRe 
will  place  each  commodity  where  it  will  have  the  great- 
oat  utility.  Suoh  an  exchange  results  in  an  increase  of 
utility. 

S,  Both  individnaU  and  communities  bare  dlEcreut 
aptitudes  for  the  rarioua  kinds  of  productive  labor. 
These  differences  may  he  either  original  or  acquired, 
but  at  any  given  time  tbey  are  very  marked.  Now  the 
OKcbange  of  products  makes  it  possible  for  each  person 
to  devote  himself  to  that  lino  of  production  for  which 
bia  natural  ability  or  bis  training  best  fit  him.  By  doing 
thin,  both  individuala  and  communities  can  increase  the 
productivity  of  their  labor. 

S-  Again,  it  lukppens  that  pprsons  and  eommunitiea 
have  different  natural  environmonte.  Arable  lands^  pni*- 
ture  lands,  foret^ts,  mineral  wealth,  sea  rishonce,  wnter 
powers,  or  navigablo  waters  are  either  not  available  for 
all  communities,  or  not  available  in  equal  degree.     By 
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ity  most  greatly  exceeds  the  marginal  utility  of  the 
Diuuey  required  to  purchase  them.  Wlieu  Uie  iiLiliu- 
of  any  good  offered  In  the  market  increases,  tlie  sur- 
plus  of  utility  over  costs  is  greater,  and  the  demand  for 
that  good  will  tend  to  increase ;  and  licfj-verea.  Wlien 
tlic  price  of  the  commodity  riaes,  the  surplus  of  utilily 
over  costs  is  smaller,  acd  the  demand  decreases;  and 
vice-ferta.  Finally,  when  the  wealtli  of  the  purchaser 
Liicreasca,  the  marginal  utility  of  money  to  him  will  full, 
the  surplus  of  iiiility  over  costs  -wiU  rise,  and  demand 
will  increase ;  nnd  vive-versa. 

§  112.   TliG   supply   of   commodities    offered    in    the 
modem  market  \b  controlled  by  producers  or  middle- 
men who  desire  to  difipose  of  their  entire 

finpplj- 

stocks  of  ^oods  at  the  highest  prices  which 
it  may  be  possible  to  Becure.  We  must  distinguish  care- 
fully between  the  terms  *' supply"  and  "atock/^  The 
stock  of  goods  JB  tlic  absolute  amount  or  number  of  com- 
modities at  the  disposition  of  the  sellers.  The  supply  is 
the  amount  or  number  of  commodities  which  the  scUera 
will  offer  for  sa!e  at  a  definite  price.  Tlie  su]i[ily  will 
generally  be  larger  when  prices  are  high,  and  will  usually 
become  smaller  as  prices  fall.  The  fitocka  of  goods 
controlled  by  merchants  have  been  produced  almost 
solely  for  the  purijoae  of  eschanging  them  for  niouoy, 
and  the  merchants  have  no  possible  use  for  any  con- 
siderable part  of  such  goods  as  articles  of  personal 
consumption. 

5  113.    "Within  any  market  at  any  given  time  prices 
vUl  bo  ^ed  at  a  point  where  demand  and  supply  will 
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oe  equaliEtid.  Let  us  suppose  that  the  Helkrs  in  a 
wheat  mDrkct  control  a  stuck  uf  1,000,000  busliels  af 
wheat.  At  a  price  of  eighty^  centa  per  bLisliel,  all  of 
this  stock  might  be  thrown  upon  the  ranr-  -^^^^ 
ket,  and  the  supply  would  be  1,000,000  rf  a™"ii 
buBkoIfl.  At  a  prico  of  scrcnty  cents,  only 
800,000  bualiela  might  be  offered,  since  some  fiGllers 
might  prefer  to  hold  their  stocks,  amountmg  to  200,000 
bushels,  for  sale  at  a  future  time  when  they  believe  that 
better  prices  coiiM  be  secured.  Again,  a  price  of  siity 
c&ntB  might  bring  into  the  market  a  supply  of  only 
600,000  bushels,  since  a  larger  ntunber  of  sellers  oaight 
think  it  worth  while  to  hold  their  stocks  for  sale  at  a 
future  date.  On  tbe  other  hrLndt  let  ua  suppose  that 
the  buyers  will  demand  1,000,000  busheU  of  wheat  at  & 
price  of  sixty  cents,  800,000  hiisbels  at  a  price  of  seventy 
cents,  and  only  600,000  hushcls  at  a  price  of  eighty 
oentB,  Then  seventy  cents  is  the  price  that  will  make 
demand  and  Bup>ply  equal,  and  the  market  price  will  be 
fixed  at  seventy  cents  for  the  timOn  The  competition  of 
buyers  and  sellers  will  make  no  other  reault  possible. 
If  the  bidding  should  raise  the  price  to  seventy-one 
eenta,  the  demand  wi>uld  straightway  fall  off,  any  to 
TSOjOOO  bushels.  Then  some  of  the  sellers  who  would 
be  willing  to  sell  at  seventy  cents  would  find  tlmt  tlioy 
bad  lost  a  chance  to  acll  20,000  bushels.  At  the  same 
time,  the  higher  prico  might  tempt  into  the  corape- 
tiiion  some  of  the  sellers  who  hsd  refused  to  sell  for 
seventy  cents.  Tliis  would  raise  the  supply  of  wheat 
offered  for  sale,  say  to  820,000  bushels.     It  is  evident. 
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therefore,  that  a  price  of  seventj-oae  cents  would  de- 
ci'caao  the  livJiiLmd  i;ud  increase  the  supply.  The  result 
voulil  bo  to  stiuiukte  competition  among  the  scllera, 
none  of  whom  should  want  to  lose  their  cbauces  of 
cifcctiag  aaloSt  and  to  clause  Bonae  of  the  scllors  to  lower 
their  prices  to  seventy  ceiitH,  For  similar  reasons,  the 
hitiding  could  not  lower  the  price  to  siity-uina  cents, 
At  that  price  the  demand  would  increase  to  820,000 
bushels,  while  the  supply  would  fall  to  780,000  bushels. 
Com[>etition  among  tlie  buyers  would  at  once  raise  t.Iie 
price  to  seventy  centa. 

§  114.  Tbis  process  of  the  cquafization,  through  com- 
petition, of  aupply  and  demand  is  illustrated  perfectly 

^, ^__^  by    the    atjttud    IraiiBaetiona   of    tho   Berlin 

niunritioi]  or     ^ 

lui  princiiiie  Stock  EseliEinge.  In  this  eicbanjre  the 
sidcJiEx-  persons  who  buy  and  sell  stocks  do  uot 
**"•*'  mnko  their  bargains  directly  with  ench  other- 

Each  day  they  submit  to  a  committee  their  bids  for  the 
purchase  of  stocks  or  their  offers  of  stticks  for  aale,  in 
all  cases  specifying  the  prices  and  the  amounts  of  the 
fide  or  the  offerings.  The  committee  examines  all  the 
dds,  or  demands,  for  securities,  and  all  the  offerings,  or 
supplies,  of  eecnriticB.  Then  it  cstablifthes  a  settling 
price  which  will  allow  the  largest  number  of  exchanges 
to  be  effected. 

In  finch  an  exchange  let  us  suppose  that  the  bids  and 
offerinjTfl  of  a  certain  stock  are  represented  by  the  fol- 
lowing table :  — 
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7 

30 
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fiti 

8 

40 

03 

3 
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0 
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9 

40      " 
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10 
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1*1 

10 

-40      " 
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Then  tbe  comiiiLttee  would  settle  upon  $^S  per  share  aa 
the  price  which  would  make  poaaible  the  larg-  ^  MBB«d 
eat  number  of  tranflactions.  At  that  price  **•*' 
the  first  fiva  biddera  stjind  ready  to  buy  il  total  of  oiglity 
shares ;  while  the  mirabor  of  shares  offered  by  the  Bellera 
IB  alBO  eighty,  A  price  of  197  would  reduce  tbe  demand 
to  fli:tty  ahares*  while  a  price  of  1*96  would  reduce  the 
number  of  ebarcB  offered  to  fifty.  $1>6  ia  the  price  which 
will  equan^^e  demand  ^nd  supply,  and  at  the  same  time 
allow  the  largest  nuciber  of  purchases  to  l>e  made, 

5  116.  While  the  demand  for  any  commodity  will 
tend  to  vary  inyersely  as  the  price  at  which  it  is  ofTered, 
various  commodities  differ  very  widely  in  pi,ctMUai»or 
the  degree  in  which  the  demand  for  them  niHtet  viine*, 
varies  as  inaiket  prices  fluctuate.  Certain  articles, 
such  as  cotton  and  wheat,  supply  the  more  neces-sary 
bodily  wants.  People  buy  just  about  so  much  of  iJieae 
goods  each  season,  without  atopping  to  inquire  whether 
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pricea  are  ft  liUle  liiglier  or  a  little  lower.  If  tlio 
pricea  fall  fionicwbu.1,  <;uDaitmjitiou  cannot  bo  grt^atljr 
increased;  while  if  pricea  rise  slightly,  people  will  still 
purchase  these  necessities,  and  spend  less  for  other 
things.  The  demand  for  wheat  will  not  decrease  xery 
rapidly  until  ^'famine  prices'*  arc  rcachc*J,  while  the 
Gonsumption  of  wheat  will  not  increase  rery  mueh  itntit 
a  very  low  price  is  offered.  Tlie  r^t^lt  U  that,  when  the 
supply  of  these  coiDinodiLiea  varies,  tlie  ehange  of  price 
required  to  prodoco  a  corresponding  variation  of  demand 
ie  very  great.  Therefore  sharp  fiuctuationfi  often  tabo 
place  in  the  prices  of  neceasarics  before  the  demand  can 
be  made  equal  to  the  changed  supply.  On  the  other 
hand,  lujtaries  and  articles  of  relatively  voluntary  con- 
BumptioTi  do  not  show  such  great  change**  in  price  when- 
ever the  supply  cbsnges.  If  the  supply  of  silk  increases, 
a  slightly  lowered  price  will  stimulate  consumption^  and 
lead  to  an  increased  demand.  Similarly,  if  the  £Jipply 
decreaecs,  consumption  is  quickly  checked;  aad  the 
demand  decreases  beftjre  pricea  rise  very  high-  1 

§  110,  Illustrating  the  eqnalizatmn  of  deinu.nd  mid  - 
supply,  we  assumed  that  the  sellers  were  able  to  hold 
back  a  perLion  of  their  stocks  of  wheat,  if 
they  considered  that  at  a  future  date  they 
would  be  able  to  secure  a  higher  price.  They  were  able, 
llierefore,  to  mako  the  supply  of  wheat  aa  small  or  as 
large  as  they  might  find  it  for  thoir  interest  to  do, 
Whenever  merchants  are  selling  grain,  or  lumber,  or 
iron,  they  Cfin  usually  hold  back  a  certain  portion  or  all 
i>i  their  stocks;  and  on  any  market  day  can  moke  the 
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Bijpplj  offered  Lt  any  given  |>rice  larger  or  smaller.  If, 
for  iuAtiLace,  there  eouicfi  a  i-eport  of  a  sLortuge  lu  tbe 
wheat  cro[i,  dea-lerb  wiil  probiibly  conclude  that  the 
viaible  atuckd  of  wheat  arc  likely  Lo  decroaae,  uud  iLdt 
the  supply  ofl'ertd  m  the  market  in  the  near  fui-urc  will 
probubly  be  smaller  tija^u  it  in  at  the  present  time.  The 
result  will  be  a  prospect  oE  higher  prieoa,  and  this  prua- 
pect  will  induce  dealers  to  rcaerve  at  least  a  portion  ol 
their  stocks  for  future  saleB.  Whcu  this  hjippt-na,  the 
present  supply  ol  wheat  will  dimiuish  uud  prices  will 
beKin  to  rifle.  In  many  casea,  however,  mercbanie  are 
unable  to  hold  back  any  cc^nfiiderable  portion  of  their 
Btocka.  This  Is  most  clearly  seen  in  the  case  of  periah- 
able  fruits  and  regetables*  Oa  a  Saturday  nigiit  a. 
merdiant  may  have  to  diapose  of  his  entire  atoek  at 
whatever  price  it  will  bring,  or  he  will  have  it  spoil  tm 
hia  banda>  Under  such  conditions  ho  is  obliged  to  make 
a  forced  sale  ot  any  price  that  will  be  low  cuou^^b  to 
induce  consumers  to  take  the  goods  off  the  market.^ 
And  this  may  occur  in  the  case  of  other  than  periabaWo 
gooda.  It  often  hsppeuG  that  the  supply  of  a  commodity 
is  increased  so  greatly  that  it  cannot  he  disposed  of  at 
the  former  paying  prices  within  a  reaHouFible  length  fif 
time.  At  othpr  times  a  hiiftinpHH  crisis  will  throw  men 
out  of  employment,  and  make  it  impoBsible  for  them  to 
buy  the  former  quantity  of  goods  at  the  old  prices. 
Here  again  the  supptf  of  some  e:ood3  becomes  oxcrssive 
relatively  to  the  demand.     Tn  all  such  cases  the  eicefl- 

'  romni'-lUioft  Mltirh  ^re  likely  to  hpcomfl  irnrthk™  bj  tbisijD  r/f 
chftugoi  in  Htjio  or  fashion  *»  litnilAp  to  iieniihi^iLe  g<wdn  vft  V^^  iiUAjfH^ 

IS 
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eive  stock  liaa  to  be  disposed  of  liuulljr  at  an/  pnce 
which  will  indace  cijuBuiiLera  to  Lake  it  out  of  the 
market, 

17.  Nornua  V*lne.  " 

§  117,  Although  market  values  arc  couBtantl)' clmng- 
111  g,  au  unUcxIjiiig  fLU'ce  coiitrub  all  such  fluctuations, 
xom*i'<ioB  Ks^jerieiicc    shofta  that  au  uuuanuUy   lii^h 
md  price.       prictj  18  iiut  likcly  lo  be  niaiiiLaiued  fur  u 
Tery  long  tim«,  and   that  an   exceptionally  low  price  is 
equally  uustable.      ilorcover,    if    wc    coiuparo   avcitigo 
juarkot  iJticce  for  a  cousideraUc   jicnod,  wc  ehall  hud 
fho-t  the  relative  values  of  diU'erciit  commodities  remain 
tolcrabl/  constaut,  bo   loug   as  no  imporlQuL  chougcs 
occui'  in  the  character  of  the  demaud  or  iu  tlie  condi- 
tionfi  of  production.     Some  force  eets  a   limit  to   the 
fluctuatioDS    of   tlio   market,    and    restores   prices  con- 
stantly to  what  tho  huBiacBB  world  cousjdcra  a  normal 
level.     In  other  words,  there  is  a  certain  [>oint  aroiiud 
which  market    pricea  contiuaallj    play.     Jf  prices  nae 
Above  this  point  or  fall  below  itj  some  force  aooucr  ^r 
lal.er  oporates  to  roatorc  them  to  the  old  level.     That 
pj'ico  around  which  tijc  market  fluctuationB  play  may 
be  called  the  normal  price  of  a  commodity  ;  and,  in  this 
way,  we  arrive  fttthe  concept  of  normal  value  and  price, 
ft  IB  import-atit.  to  no(ice  that  the  normal  price  of  a 
commodity  is  not  neceBBnrily  idfintiea!  with  the  avcjTige 
iMrmijpri«    price-    There  ia  no  reason  why  the  fluctua^ 
Doi  ■ecEM^riiy^-^ug  ^^£  pncos  iu  ojie  direction  may  not  be, 

pf^e*-  durinff    any   particular    voar    or    aeries    of 

^eara,  jnuch  greater  aod  much  more  frci^uciit  than  tho 
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f1iicttiati3nB  in  the  opjioHJLe  Uirectioa.  In  aticb  a  cn^ 
&a  QveragQ  of  tho  market  prices  ^vould  be  much  mov^ 
or  much  lOfiB  than  tha  uoriuiil  price  UveL. 

§  118.  We  mu3t  next  investigato  tho  nature  of  the 
force  which  determines  tho  normal  point  arouud  which 
market  urices  Dlav.  Cumuiuditiea  art  pro- 
duced  bj  capitalists  and  laborers  who  desire  erntiirDwiui 
to  seciirG  the  largest  posaihle  returns  for 
tlie  sacrifices  or  cost*  iucurred  in  the  work  of  produc- 
tion. In  the  modoi'D  buaincss  world  tliis  return  takes 
the  fornii  as  a  rule,  of  money  aecured  from  tho  sale 
of  tlie  products  of  industry,  since  production  for  oue'a 
CTii  coiisoiujttion  is  rcdati/ely  unimpnrtaiit.  In  lo  f'tr 
as  th^y  have  the  powfr  of  choiire^  laboE'ers  and  capiUHsta 
alike  uill  endeavor  to  invest  their  labor  and  capital  in 
thoao  occupationa  which  offer  the  largest  return  for  a 
given  amount  of  aacrilic^.  Here,  then,  we  fiud  a  force 
tliat  tends  to  increase  or  restrict  the  supply  of  gooda 
liroiight  into  the  market,  and  to  affect  tlie  movement 
of  prices.  If  two  commodiHes  that  require  tlie  same 
amounts  of  eaorlfico  for  tlioir  production  command 
different  values  in  tho  market,  producers  \rilt  in- 
crease the  sup|df  of  that  commodity  which  happens  at 
the  time  to  be  more  valuable  and  offf^rs  the  lar^rer 
return  for  a  given  outlay.  This  increaaed  supply  will 
lower  the  ^-oluc  of  this  commodity  to  the  level  of  the 
other  one  representing  the  same  expenditure  of  labor 
and  cnpitulp 

The  operation  of  this  force  which  leads  men  to  adjust 
tho  supply  of  commodities  to  the  demand  ma^  he  cU^tL^ 


IW 


PRINCIPLES  OF  ECONOMICS, 


soea  if  W9  imagiua  a  caso  in  which  a  single  producer 
labors  to  prorido  for  his  own  wante.  Here  the  mar^- 
lUDJtntLos  ^^^  ntilitj  of  each  good  for  this  pcraoa's 
udupi»-  oivn  coasumplioii  would  dctermiue  the  de- 
maud.  Tlie  producei'  woiild  then  simply 
make  an  efitLma.Le  of  the  sacrificBa  necesHiiry  for  the 
jittaiiinicut  of  each  commodity,  and  would  expend  his 
liibur  and  capital  in  the  productlou  of  those  articlea 
which  would  yield  the  largeat  surplus  of  utility  over 
coat-  In  the  modern  husiness  world,  with  its  complex 
kbor  aystem  aitd  oomplccatt^d  industrial  organization, 
the  truth  ifi  not  Lijually  obvious.  But,  even  here,  the 
same  principle  must  opei-ate-  The  competition  of  the 
marliet  fisos  marliet  prices,  and  dctcrmiuos  tho  amount 
of  the  rcturua  that  tlic  producers  of  different  commodi- 
ties may  oxpcct  to  receive.  The  eiUrajtrmeurs  who 
eontrtil  tJio  pixxiuetiou  of  goods  constantly  estimate  the 
labor  &nd  capital  that  must  he  iiivestod  in  order  to 
secure  a  giron  quantity  of  each  product.  They  know 
that,  out  of  the  total  income  of  tho  busincse,  laborers 
ftnd  owners  of  capital  must  receive  shares  tliat  eorres- 
pnnd  to  the  sBCrifices  incurred  in  production;  for  these 
perfions,  aa  well  as  the  employers,  will  endeavor  to 
st?cLjro  Iho  largeat  pOBSiblo  earnings  for  their  inveat- 
menta  of  labor  and  oapital.  So  far  as  they  hare  the 
power  of  chf}]cG^  entreprenf  urn  will  regulate  tho  output 
of  cacli  bmufh  of  industry  in  such  a  way  as  to  secure 
the  greatest  return  for  a  given  outjuy.  Large  profits  in 
any  OTio  business  are  certain  to  attract  new  investmenta 
o/  labor  and  capital  and  to  call  forth  an  increased 
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supply^  ffhlle  a  l<iw  rate  of  profit  or  the  pixispect  of  lo&a 
wiU  in^tlic  loug  run  douriiaso  producUon, 

§  119.  The  competition  of  the  marbot,  by  which  mer- 
cliaiitB  detoroilno  market  priucB  from  day  to  day,  b&s 
beeu  calkd^*  commercial  competition."  To  loduiTiii 
the  competition  of  tRtreprcneurs  or  inTCstr  ""Ktinon. 
ors,  wUo  eudettTOr  to  regulate  production  according  to 
llie  ilemuiid  of  the  market,  this  term  ^Miidii»iti-iul  com- 
petition *'  has  been  applied.^  It  is  important  for  us  to 
examine  the  actual  proceBsea  by  whicit  thia  induatrial 
competition  opcratoa-  In  case  of  the  proepect  of  large 
profits  in  any  itiduatry,  maiiy  cmplcyerB  engaged  in  that 
branch  of  production  are  stimulated  to  enlarge  or  ei- 
tead  their  existing  plants.  Then,  too,  other  capitjilistn 
may  be  induced  to  EBtablish  nen*  ontcrpriscs.  In  a  pro- 
groBaivQ  country  there  exists  in  every  proaperous  year  a 
mass  of  accumulated  profits  that  eeeisB  favorable  oppor- 
tunities for  inrcatmcut  SomctimcQ,  also,  old  capital 
can  be  withdrawn  from  ODC  line  of  production,  and  in- 
veated  in  anotherthat  promiaea  a  larger  return.  On  the 
other  hand,  let  ua  snpiioHe  that  tlje  market  value  of  a 
certain  commodity  haa  Fallon  jio  such  an  extent  that 
lucera  are  confronted  with  the  prospect  of  email 
ifitfi  or  actual  loafl>  Then  employers  will  begin  to 
run  their  factories  only  a  part  of  each  week,  or  will 
clone  their  doara  and  wait  for  better  timcfl.  Some  of 
them  may  fail,  and  thus  lie  forced  out  of  buaineHs,  A 
few  may  find  it  poRsiblo  to  transfer  their  capital  to  some 
more  profitable  cnterpnae.     We  shall  learn  in  a  Bubse- 
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quent  acctiou  tlint  the  coat  ot  produciog  a  commoOilj 
is  aeldoni  exactly  the  fiamo  in  jul^  two  eBlublisiLmeiitb. 
It  follitn^,  iberef ore,  that  a  alight  fall  of  prices  would 
merely  force  out  of  bualneaa  thoee  employers  who  are 
prodiici^ig  at  tlie  greatest  cost.  In  all  of  these  wajB  tha 
supply  of  any  oommoility  is  xiaually  dccceosed  aa  soon 
as  a  decliQ€  in  the  market  value  makes  ila  production 
unprofitable-  Whenercr  producers  work  only  or  chieflj' 
upon  ordi^rs,  the  adjust  meiit  uf  the  supply  to  the  needs 
ot  th€  market  is  tolerably  exact,  and  temporary  fluctua- 
tions of  market  values  are  loss  likely  to  occur, 

g  120.  Just  afl  the  marginal   utility  of  commodities 
determmes  the  demand,  eci  the  cost  of  production  is  a 

force  that  govcrna  the  supply  that  producers 
cMtrfwBflio-  will  be  willing  to  place  in  the  market.     We 

muat  now  make  a  careful  analysis  uf  the 
different  elements  that  enter  itita  the  cost  of  productioUn 
In  a  prenous  chapter  (§  95)  the  procejia  of  production 
wae  considered  from  tlie  point  of  view  of  an  entii^  eocielv 
or  community,  and  we  enumerated  the  sacrifices  that 
society  is  required  to  make  in  order  That  produclmn 
may  be  carried  on.  Thus  we  arrived  at  the  concept  of 
tho  social  cost  of  production.  But  in  studyinp  the 
problcEn  of  normal  value,  it  is  necessary  to  adopt  an- 
other point  of  view,  and  to  ascertain  what  sacrifices  are 
incurred  by  indiridual  pro^iucers  in  their  efforts  to 
supply  the  market.  It  is  the  cost  uf  production  to  indi- 
vidual investors,  or  the  produci^rs'  coat,  that  gorerns 
normal  values;  and  it  Is  this  cost  that  must  now  bo 
ttnalyzed  into  ita  cuastltuuut  parts. 
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In  ovAf-T  that  [jrodtiction  maj  be  carried  on,  the 
materials  oiFereil  by  iiEiLuru  miiat  be  approprtLlcd,  and 
natural  forces  must  be  controlled  and  applied,  Biiorai  .jeiiii 
But  ull  these  eloments  are  the  bouiitj'  of  ^^^^^^ 
nature,  and  tboy  oro  not  factors  influeuciug  cor. 
the  coat  incurred  by  individual  producera.  If  any  of 
theae  Datura!  agents  are  monopolized,  then  the  owners 
of  L)ie  monopoly  privik-gea  muy  csact  [myiui^ats  for 
tlUMr  usG,  •A\\\\  prudLiccra  must  Liiciir  tins  expeikse  litv 
fore  induBtries  can  be  cstabliahed.  But  in  such  a  oaaoj 
vo  are  dealmg  with  an  element  of  monopoly  value; 
whereua  tlic  normal  \aluea  which  we  are  studying 
are  determined  hy  competition.  The  entire  problem  of 
monopcly  vaUieB  will  be  discusfled  in  a  sub^^i^ucnt  chap- 
ter. For  the  pressnt  we  are  assuming  tlie  existence  of 
compotitirin  ;  and,  in  the  absence  of  monopoly  pririlegos, 
it  is  evident  that  iiatura!  agents  do  not  form  an  element 
in  producers'  coatfi.  Such  coeta  are  not  incurred  until 
producers  c<»mmenco  f,o  npply  their  labnr  and  iiapital 
in  the  utiliMtion  of  tbc  niateriala  and  forces  of  nature. 

The  first  element  in  produeerfi'  coBt  ie  the  labor  ex- 
pended in  prodrtction.  Thia  may  be  exerted  indirectly 
in  tijc  manafacturc  of  the  capital  needed  for  ui^ajKit. 
the  proBecntion  of  the  prodiictive  process,  "cUbmi. 
or  directly  in  the  application  of  capital  and  natural 
B^nts  to  the  work  in  hand.  In  hoth  CBseR  the  amount 
of  tbc  costs  inenrred  will  depend  upon  r  (a)  the  charac- 
ter and  intensity  of  the  labor,  whether  intellectual  or 
phyeieaU  ekilled  or  nnakilled;  and  (b]  the  len||:th  of 
time  during  which  the  exertion,  must  continue.     Somo- 
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timcQ  certain  otlicr  circumataDces  a0ect  the  Bitnatioii. 
Work  that  is  held  in  low  social  esteem  may  be  consid- 
ered to  involve  an  additional  clement  of  eacnfice  on  tlie 
part  of  the  laborer.  The  same  ia  trje  of  uccnpationa 
that  inToIre  considerable  risk  of  f&tlure  or  even  of  per- 
Aonal  injury. 

The  second  element  in  producers'  cost  ia  invoh-ed  in 
the  cspendLtLro  of  capital.  Buildings  and  machinerj 
At-tiuAtt  must  coDtiuuolly  be  repaired,  and  materinU 
tihiccaBd  and  fuel  rauat  be  replaced.  We  have  seen 
that  the  production  of  all  Hie  capital  thus 
conHumcd  re<]uireb  labor,  and  bave  aitaii^aied  a  place  to 
thia  fcK'Uient  of  cost  in  the  previous  parngraph.  But,  as 
has  been  explained  elsewhere  (§  84),  the  formation  and 
coufitant  renewal  of  capital  require  abBtincncc,  or  wait* 
ing,  ae  well  aa  labor.  This  abstinence,  or  waiting,  con- 
stitutes an  independent  element  of  sacnfice,  and  ia  a 
aeeond  factor  in  determining  producera'  costs.  The 
reader  should  be  reminded  at  this  point  that,  while 
ercry  unit  of  capital  ia  the  result  of  an  abstinence  from 
present  enjoyments  and  a  eheice  of  future  goods  instead 
of  present,  tbo  various  portions  of  our  actual  aiipply  of 
capital  repreaent  verj  dilterent  amounta  of  aacrifice  on 
the  part  of  iiiTestors  (§  84).  Millionaires  may  accmnu- 
Inte  large  mar^sea  of  cupital  faT-  more  easily  llian  peE-Bona 
of  moderate  means  can  save  small  amounts,  and  men 
who  are  anxious  to  provide  for  the  Future  may  practise 
saving  with  much  more  coao  than  people  of  a  leas  prov- 
ident disposition.  Kut  the  modern  business  world 
re^ui^-ea  an  enormous  mass  of  capital,  and  its  needs 
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cannot  be  Hupplit^d  by  these  acciiiuulutions  tbat  rej>]-e- 
BCnt  little  actual  sacrirce.  There  is  a  large  clasB  of 
what  may  be  called  marginal  investora,  vfaose  saviDgs 
are  uocdod  for  the  ostabliahmcnt  of  iadustrial  enter- 
prises, for  whom  the  formation  of  capital  cDtaits  very 
real  acts  of  eacrificei  So  long  as  this  continues  to  be 
the  cane,  eTery  unit  of  capital  v\\i  represent  to  the 
minds  of  priMluoc'ra  a  degree  of  abstinence  that  corre- 
Bponda  to  tbe  aacrilices  experienced  by  the  marginal 
inTostoPB ;  and  abstinence  will  form  a  ncccBHary  clement  — 
of  producers'  coBt  --^ 

It  must  be  understood  that  the  cost  of  producing  a 
commodity   includes    more   than    the    expemliture    of 
labor  and  capital  on  tbe  farm,  in  tbe  mine, 
or  at   the    factory.    Tools  and   materials  upiuiit- 
mu&t  often    be    transported    from    distant  JJ!|J^^- 
placca    to    the     establishment    where     the  p™flifi>"i3 
direct  work   of  production  is  carried    on. 
Then  the  completed  product   must  be  carriei]  to  the 
markets  where   the  consumerH  are  to  be  fouud.     All 
this  work  of  Irnnspurtation  calls  for  heavy  outlays  of 
labor  and  capital.     Moreover,  it  is  frequently  neceasary 
to  advertise  esteneivcly  and  to  employ  travelliitg  salea- 
mc^n  in  order  to  dispose  of  tlic  commodities  produced. 
In  many  cases  this  work  odds  greatly  to  the  producers* 
cxpcnditnre  of  labor  and  capital. 

?omo  econonistR  have  included  risk  na  an  mdef>eTTd- 
ent  element  in  producers'  cost,^  Lut  an  accurate  nnalyaia 
does  not  justify  such  a  view.    Risk  undoubtedly  at- 
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tends  tho  voric  of  proctucilon,  but  it  carmot  be  sepa* 
rated  from  tlie  labor  and  abstmcnce  thu^t  constitute  Lhc 
auitiaoDt  *^'**  elements  that  determine  cost  First 
iKpmicflie- |g[^  US  consider  the  investment  of  labor- 
4iiarfc«t.  We  have  bgch  that,  if  an/  particalar  induB- 
try  entails  unusual  rialvs  of  failure  or  of  personal  in- 
jnrjt  workmen  will  consider  that  a  ^ven  amount  of 
labor  in  UuH  occupatiou  rcpreacuta  a  greater  sacrifice 
tbau  an  equivalent  quantity  of  labor  of  a  difTereut 
kind.  Tbia  dement  of  risk  :e  inseparablj  connected 
with  laborers'  eatimatee  of  tho  sacrificea  involved  in 
dilfcront  branches  of  cmplo^'ment.  The  same  thing 
is  true  of  the  investment  of  capital.  In  devoting  their 
property  to  the  establiabmeut  of  industrial  eiitcrprlseB, 
capitalists  arc  obliged  to  assume  two  claasea  uf  riskM, 
There  muy  be  danger^  in  the  Arat  place,  of  the  dcstnio- 
tioD  of  the  invested  capitd  by  fire,  explosion,  or  ahip- 
wreck,  Tho  rcsuit  of  such  losses  la  simply  to  iucrooao 
tbo  amount  of  capital  required  to  produce  tbc  goods 
which  the  market  demands,  and  to  make  a  greater 
amount  of  labor  and  abstinence  neceesary  for  tlie 
prodiictidi]  of  a  glvtn  quiinJUy  of  product.  Investors 
are  able,  by  irjeana  of  the  device  of  iusuranccj  to  dis- 
tribute actual  losses  oTcr  a  large  number  of  inanrcrs; 
but  this  docs  not  alter  the  nature  or  effect  of  these 
risks,  which  are  inseparable  from  an  invcBtnicnt  of 
capital.  In  the  aet^nud  place,  the  investor*a  prospect 
of  finding  a  renin nemtlvfl  aale  for  his  product  may  be 
rendered  unusually  precarious  by  the  character  of  the 
markob  or  the  difticulty  of   forecasting  tbe  probable 
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dcmaEd-  In  Bucli  cosea  labor  and  capital  arc  mia- 
applied  in  the  producLiuii  of  comtuodlticu  that  are  not 
lu  difuiaiid,  and  suoti  a  waste  of  i^souitbs  men^ly  adds 
til  lliu  (!usL  uf  siipplviu^  the  g*Mjdrt  tliat  coDaiimere  ai-e 
detjiroiis  of  purcliosiing.  Tlius  risks  of  this  daas  merely 
increase  the  ooat  ol  produoing  the  articles  that  ara 
demanded  iu  markuta  tliat  prove  to  be  of  such  a  pre- 
carioua  nature.  In  all  cases  risk  ecrvcs  merely  to 
mcrcabc  tlic  labor  and  ubBtini-iice  tLat  ore  iieccseary 
W  tLe  woik  of  production,  and  It  is  itiipceaible  tu  Hnd 
here  a  Ihird  and  indt^pendent  element  of  producers' 
cost 

5  121,  The  problem  of  normal  value  is  complicated 
by  the  fact  tbal  the  coatB  of  production  are  seldom 
exactly  the  same  in  an/  two  cstablisli-  wfEerem«*i* 
menta  of  the  s^me  class.  Now  does  nor-  ^  prcdnctim. 
mal  value  depend  ii[ion  the  hlgliest,  the  lowest^  or  tlie 
aversvge  cost  ?  Tlie  Htiswer  to  this  question  may  be 
first  stated,  and  will  then  require  further  esplanalionB, 
Normal  values  vary  accoriiing  to  the  cost  of  produc- 
ing thd  moet  costly  poi'tious  of  the  ueeeaaary  or  cua- 
tomary  sopplj.  IE  in  any  market  the  ccnsumerB  have 
been  auciistomcd  to  jmrohaso  about  liOOO,000  busliela 
of  wb(3:it>  and  if  thtiy  require  about  tbat  quantity,  the 
value  of  wheat  will  have  to  bo  high  enough  to  make 
it  prolitable  for  producers  to  cultivate  the  poorest  kiid 
tliat  has  to  bo  utilized  in  order  to  raise  1,OOU,OOU 
bushels.  If  the  value  should  fall  so  low  as  to  leave 
an  inadc{]uatc  return  for  the  labor  and  abstinence 
ejLpended  by  the  cultivators  of  this  poorest  land,  then 
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produccra  would  ccaae  to  raise  wheat ;  &ud  the  anpply 
ufTered  in  the  mfirket  would  become  leesa  than  1,000^000 
bushels,  Conijietitiua  :iinorig  Uie  consiiJQi.'r»4t  who  me 
flBsnmed  to  need  1,0€0tOOO  bui^hels,  would  straightway 
i-aiBe  the  value  of  wheat  aufficieiiUy  to  make  it  profit- 
olio  to  cultivate  these  poorest  lands.  For  this  reason 
the  value  of  a  commodity  at  any  givoo  time  must  be 
fiuffioienC  to  compensate  thoao  laboi'crs  and  capitaliata 
who  produce  the  most  costly  portion  of  the  necessary 
or  customary  &iip|Jy.  Tliis  jiortion  may  be  called  the 
marginal  unit  oE  the  supply,  and  we  may  apeak  of 
I       marginal  producers. 

I  The  Jifforenco  between  the  highest  and  the  lowest 

L  coat  will  be  greater  in  some  industnca  than  in  others. 
L  iitttiof  ^"  agriculture  or  in  mining,  the  amount  of 
^^H  fwiWiiB  product  secured  from  any  tract  of  land  can- 


lBc«iia«        not,  at  any  givea  time,  be  increased  very 
^^•■'***      greatly  before  tiie  point  of  diminishing  re- 
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turna  is  reached  (§  98).  When  this  condition  is  en- 
countered, it  is  more  profitable  to  invest  additiooAl 
capital  U[x>n  other  land.  The  result  is  that,  if  tlie  need 
fur  agi'icultunil  [inxiuce  or  for  minerals  is  so  great  that 
the  beat  lands  or  the  richest  mines  cannot  supply  all 
that  the  consumers  reqnirer  then  inferior  lands  and 
pDomr  mines  must  be  utilized.  If  the  needs  of  con- 
cunicrB  increase  very  greatly,  it  i&  posfiiUe  for  a  great 
many  diEFercnt  grades  of  laud  or  minea  to  be  used  in 
prodactlon ;  and  there  may  be  very  great  differencea 
between  the  cust  of  production  uj>on  the  best  land  aud 
Ihat  incurred  upon  the  poorest.     Ou  the  other  band,  ip 
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irmnufactiinTS  and  commerce  larger  umoiints  of  capital 
caD  be  invested  before  the  point  of  diaiiniuliing  returns 
is  reached.  Tlie  result  ia  that  the  stock  of  gooda  pro- 
duced upon  iL  given  piece  of  land  can  be  greatly 
increased  if  market  conditions  make  it  profitable  for 
producers  to  adopt  5ucb  a  course.  For  this  reason  the 
more  eGii^tent  manufiic tuning  eatuljlislimentB^  which  pro 
duce  at  the  lowest  cost,  are  coiiBtaiitly  increasing  their 
output,  and  are  driving  tlie  less  prnductiTe  factories  to 
the  waU>  There  ia^  therefore,  less  room  fur  a  great 
ditference  hctTOcn  tho  costa  of  production  in  the  best 
factories  and  in  the  poorest  that  manage  to  continue  in 
operation.  If  the  inferior  establishment  produces  at  a 
very  much  greater  cost,  its  owner  is  likely  to  find  that 
better  ecjuipped  and  better  operated  factories  will  supply 
the  entire  demand  at  prices  that  make  it  impossible  for 
liim  to  continue  in  bURinees.  For  this  reason  some 
economists  have  thought  that  mannfacturlng  industry 
is  goveraed  by  a  different  law  from  that  which  provnils 
in  agriculture  and  mining,  and  that  the  lowest  cost  of 
production  c<jntrols  the  ronnal  valtit*  of  nianiifncturt'd 
products.  Tf  a  long  period  of  time  is  eunaldcred,  tt  ia 
undouhtedly  true  that  the  most  efficient  faetoriea  set  the 
standard  to  which  others  must  conform.  But  it  is  none 
the  less  tnic  that,  at  any  p^cn  point  of  time,  normal 
vahjc  muBt  bo  governed  by  Iho  cost  of  production  in  the 
Ifiaat  cfliclent  establlslimcutfi  that  are  able  to  maintain 
tliemselves  in  businesH. 

§  1'2"2,    It    has    ^>e<*n    ahown    that  market  values   dtv 
pend  primarily  upon  the  marginal  utility  which  a  given 
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qiianliij  of  goods  has  for  cunmimerB,  anil  tliat  they 
(joiiBtjLutly  fluctualt  ncoordtng  to  temporary  cbangcs  in 
demand  or  supply.  It  ift  dov  evident  that 
market  ditctuations  are  limited^  and  normal 
values  ar€  dctcnuined  by  1  Ir'  opcratic^n 
of  tlie  cost  of  production.  Normal  tqIuo^ 
tlierijfore,  deiieiids  upon  a  balnndng  of 
marginal  utility^  llic'  forte  that  govums  demnnd,  agfiinst 
tho  coflt  of  production,  the  force  tliat  controls  supply; 
and  It  may  bo  Baid  that  a  normal  value  b  one  diat 
will  t«nd  to  make  prodtiction  equal  to  ooneumption, 
Value,  fifths  Mr.  Marshall,  **  rests,  liko  tho  keystone 
of  an  arcli,  balanced  in  eijnilihriuin  Iwtweeu  the  con- 
tending pressUT'ca  of  its  two  opposing  sides.  The  forces 
of  demand  prcEs  on  tbe  one  aide,  tboso  of  supply  on  the 
other;' 

From  the  point  of  Tiew  of  society  it  is  undoubtedly 
advantageous  to  have  the  values  of  commodiliea  proper* 
liTBEtufor    ''""*^  ^^  ^^^  outlays  uf  lahor  and   capital 
as Mlivimeat  ncet-ssary  to  produce  them.     If  two  ailicleB 
(osiiof  represent  the  eamo  cost  of  production  wIjUo 

frodiictioH.  ^^^  ^^  y^^^  ii^^  ^  smaller  value  in  tho  mar- 
ket, iii  follows  that  society  is  securing  a  product  of 
smaller  marginal  utility  from  the  labor  and  capital 
invested  in  producing  the  commodity  tlint  possesses 
the  tower  value.  Under  auch  circumatancea  a  product 
of  greater  utility  ecuUl  be  realized  by  withdrawing'  eomo 
capital  from  the  leas  profitable  industry  and  investing  it 
cUc  where. 
TJic  student  must  be  reminded  iWt/vn  Vda^  *\\t.^i  r^t 
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c  theory  of  valuo,  we  havo  beeu  BupposiEg  that  buyers 
and  seUera,  consumers  auU  producere,  are  uoiiductiug  tlieir 
UBincss  ofTairs  with  a  fair  knon'lcdt'e  of  the 

°  Competitlan 

dcmanda  of  ibe  markot  and  tlio  couditionB  IidJieu 
of  production.     We  bovu  aasumcd,  further-  "" 

more,  that  aliaoltite  freedom  of  competition  h&a  prcyailed 
in  all  i^\&A^i  traikBactioEiB.    It  is  needless  to  say  thut  theno 
assumed  conditions  are  seldom,  if  ever,  perfeelly  realized 
in  actual  business.     Buyers  and  seUers  usunUy  have  im- 
icrfoct  knowledge  of  market  conditions,  and  producers 
ire  not  often  able  to  act  witb  perfect  foi'eaight  and  com- 
[ete  freedom   in    the  choice  of  fields  for  investment, 
nder  such  circumstances  tbe  determination  of  normal 
ilties  caurkot  tike  place  with  anything  like  the  pred- 
ion for  which  our  theory  calls,  and  actual  prices  must 
iften  be  the  result  of  haphazard  or  arbitrary  methodB  of 
iroceduro. 
Nevertheless  we  may  affirm  that  our  theory  of  normal 
Lue  possesses  the   highest    theoretical   and   practical 
irtauce.     It  ia  based  upon  a  study  of 
underlying  forces  which   no  economist  or  <r^wj 
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practical  man  of  business  can  afford  to  neg-  °*'^"" 
Icct,  Every  tntr^pmieur^  although  his  foresight  may  he 
imjjcrfect  and  hia  freedom  of  choice  limited,  is  obliged 
atudy  most  carefully  and  searehingly  the  probable 
demand  for  hid  products"  while  the  oloBCBt  attention 
must  be  devoted  to  every  circumstfluce  that  affects  the 
oost  of  production,  ft  follows  that,  in  spite  of  all  hin- 
ancca  to  their  full  operation,  the  mnrginal  utility  and 
Coat  of  production  of  &  commodity  are  real  forces  which 
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coiLfltantlj  exercise  a  controlling  iiifliience  upon  tlia  de- 
termiiiatioa  of  Tallies,  Reason  ami  oiperletice  fLrntflh 
ample  confirmation  of  this  conclusion, 

Tho  practical   o^>oi'ation  of  these  great  forces  ttiat 
govern    supply   and    dGinond    may   be    ndvaotiigeously 
lUiutntJTV     studied    by   considering  certain   important 
^•^'  facte  in  tlie  hiatory  of  the  copper  anj   tUo 

steel  IndufitricB.  Since  18£fO  tlie  annual  production  of 
copper  LoH  risen  from  271,000  to  moro  timn  412,000 
tons,  an  increase  of  more  than  fifty  per  cent.  Yet  In 
the  face  of  this  larger  output,  the  price  of  copper  was 
rather  higher  at  tho  opening  of  1899  than  It  was  nine 
yc&ra  ooi'ller.  Thia  ia  a  moat  interesting  phenomenon, 
ajid  it-a  e:tplanation  is  to  Lie  found  in  the  fact  that 
the  increased  demand  for  copper  for  use  in  our  growing 
electrical  industries  has  kept  up  the  marginal  utiHty  of 
a  grotttly  increased  supply  sufficiently  to  prevent  any 
fall  in  value.  In  the  Hteel  induatr>-,  the  operation  of 
the  cost  of  production  may  be  observed.  During  th« 
last  forty  years  improved  processes  of  manufacture  have 
greatly  reduced  tho  expenditure  of  capital  and  labor 
required  for  the  conversion  of  pig;  iron  into  ateel,  and 
tbia  change  ba^  caused  a  corrcH ponding  movement  in 
the  values  of  the  two  ccmmodiifea.  In  1860  a  ton  of 
p!g  iron  was  worth  from  twenty  to  thirty  dollars,  and 
steel  bars  sold  at  prices  that  rantrcd  from  two  hundred 
and  fifty  to  three  hundred  dollars  per  ton.  In  1^96 
pi^  iron  auitttblc  for  the  maniifactuTO  of  Bessemer  steel 
sold  for  about  twelve  dollars  per  ton»  and  steel  billets 
cou}d  be  bought  for  about  eighteen  dollars.     In  ISGO, 
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therefore,  the  value  of  steel  waa  ten  or  twelve  timca  as 
great  as  that  \}i  the  material  oat  of  which  ib  waa  made. 
Since  that  time  a  decreaeeU  cost  of  production  has 
dieafjencd  steel  so  greatly  tliat  its  value  is  but  fiftj  per 
cent  more  than  that  of  pig  iron, 

T.  Exceptions  to  the  Theory  of  Normal  Viia». 

g  123.   It  IS   now   necessary    to  consider  a  number 
ciF  imfiortant  cases  in  which  rallies  do  not  coiiform  t<j 
the  lawB  which  have  just   been   explained.  cvtaDUi 
ustom  often  tends  to  deter  pmducera  or  '■*** 
/^     consuracra  from  msiating  upon  osact  competitivo  prices. 
In  retail  trade  particularly  this  influence  ia  voiy  atron^< 
/^^'erBOual  relations  exiating  between  buyers  and  E^ellers 
'     frequently  prevent  competition  from  fixing  values  at  the 
normal  point 

§  124.  Uspecial  importance  must  be  attached  to  a 
second  class  of  exceptions.  Our  theory  of  Talue  pre- 
fliipposes  the  exiatcnce  of  competition,  and  FaiinrHflf 
asaumeB  that  producers  have  a  practical  "'ni»titi«i. 
freedom  of  clioice  in  the  inveatment  of  their  labor  and 
capital.  These  conditions  are  often  enough  not  ful- 
filled, especially  in  the  cas^  of  the  laborers^  Skilled 
laborers  are  restrictod  in  their  choice  of  occupations  to 
the  trades  to  which  they  have  been  trained.  The  sup- 
ply of  such  operatives  in  particular  employments  may 
become  exceaaive,  and  competition  between  the  laborci'a 
may  compel  men  to  accept  a  smaller  remuneration  than 
equivalent  sacrifices  would  commmid  ka  another  trade. 
Among  unskilled  workmen  nothing  is  commoner  tlian 
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ft  \Mxik  of  perfect  frccdora  ts  atleriing  occgpatjooa. 
Porertjt  »hicb  limlte  b«ed«B  cl  morancot  io  aesrch 
of  tiic  best  opi^ortnnilicB,  ^Donmv  of  the  localitieB 
vtiere  better  iviDditioni  may  he  found,  uid  ibe  co«cea- 
tntiOD  of  Urge  mau^-s  of  tuukUled  Uboren  in  grcAt 
t«Btre«  of  [M>iMiUtion»  arc  tbo  aai»J  catMce  <4  this 
ftbMAcc  of  Freedom  of  cboice.  In  &!!  mch  cucfi  tfaera 
tnaj  ariHG,  aod  probablj  will  ariae,  a  diaproportioii 
lietvecn  the  re ntu Deration  receiTed  bj  Ujc  workmaa 
and  tlic  €j«rtioa9  that  be  U  compelled  to  undergo. 
TbuA  it  happeoa  that  e^en  the  moet  duagreeftble  forau 
of  labor  tD&7  comiuaud  the  loireet  rate  of  return, 

Tl»c  existence  of  such  cciidilicua  effect*  tlie  tiIum 
at  which  ccrmmoditieB  exchange-  Kormal  ralue  cannot 
•■AlAiiBn*  ^  proportioned  exactly  to  the  cost  of  pm- 
amciTAUB.  duction  unleaa  producers  are  able  to  iDsiat 
upon  recciiing  remunc  rat  ions  tliat  are  proportioEiate  to 
the  aacrificcB  incurred.  When  the  men  who  produee 
an/  commoditj"  are  compelled,  by  the  absence  of  anj 
practical  alternative,  to  accejjt  less  ibrm  equivalent 
ciertiona  Bcciire  in  fithcT  ocnipfttionB^  the  article  in 
qucelion  may  exchange  for  leas  than  it  would  otherwise 
have  to  command  in  order  ^  insure  a  continuance  of 
tlie  supply.  In  all  atjch  caacs  we  liare  a  failure  of  per- 
fect competition,  and  we  arc  ccimpelled  to  recognize 
that  an  arbili-ary  atiil  anomalous  element  hag  entered 
into  the  determination  of  vahiea. 

\  125.  Taxes  are  oft^en  the  cause  of  a  third  clafls  of 
XCeptioDS.     If  taxation  affected  all  industries  equally, 
In  such  a  manner,  for  inatance,  that  five  per  cent  was 
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addfd  to  the  coflt  of  placing  ea,cb   unit  cif  product  In 
tliQ  m&rket,  valueB  would  not  be  SLffectcd  [q  the  It^ast 
by  Buch  a  burden.     But  t&xea  are  not  levied 
in  any  auch  way,  and  thoy  oft«n  ati'cct  the  tbcujacai 
rcLteaatwhiclicomtnoditicE  cxchJiiLgOn    When 
taxes  are   inipoacd  upon  the  production  of  a  Tow  cora- 
modities,  as  upon  tobacco,  whiskej,  aad  patent  medicinua 
in  the  United  Stikt^»^  (he  cfft^ct  is  to  incrcEine  the  ont- 
laya  that  must  be  incurred  by  producers  of  these  arti- 
cles, and  to  raJ80  the  prices  above  the  normal  point 
fijted  by  the  actual  costs  of  production*    This  reault 
must  always  follow  when  tases  fall  unequally  upon  the 
production  of   commodities,  or  whcu   they    are  leried 
eiclusively  upon  certain  articles. 

g  126^  Producers  are  obliged  under  modern  businesa 
conditions  to  produce  com  modi  ties  for  sale,  at  a  distant 
season,  to  custoniors  of  whom  they  know  Hutuenn 
very  Httlc.  It  is  very  easy  for  anch  pro-  «^««™- 
ducers  to  make  mistakes,  and  to  supply  the  market  with 
the  wrong  kind  or  tbe  wrong  Himjunt  of  goods.  Further^ 
more,  even  if  each  business  man  had  nu  exact  knowl- 
ed|ze  of  tho  probable  future  demands  of  his  cuBtomerB,  it 
would  he  iioposeiblc  for  liim  to  know  just  what  suppliea 
of  gooda  competing  raerc>haut5  would  be  likely  to  bring 
to  market.  In  this  rcapect>  producers  are  said  to  work 
"at  cross  purposes,''  and  production  is  said  to  be  "plan- 
ff^fis"  Wbouevor  mifitakes  are  niade  by  Diose  who  supply 
commodities  to  distant  markets,  tliere  iw  a  dislurbance 
of  the  normal  relations  of  demand  and  supply:  iind 
the  supply  of   commodities  may  be   either  excessive 
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or  doficient.     In  eiich  caees  prices  will  fluctuEita  tempo- 
rarily, and  ^iU  DQt  oorrespgncl  to  the  cost  oi  produclion. 
§  127.    The  iuYcstmcnt  of   vast    amounts    of    fixed 
capital  in  modem  indtiBtrial  enterprises  haa  introduced 
_  into  baaincBa  a  oew  cause  of  disturbance  of 

ThVEfftctof 

UrrvilxM       prices.      A  large   fixed  capitnl  iiBually   ih   a 

'^*"'*^"  specialized  capital;  and  ia  an  iuvestraent 
that  cannotj  witboot  great  or  even  total  lose,  be  with- 
drawn from  the  particular  line  of  busiaoBs  to  which  it 
ia  expressly  adapted.  Consequently,  whenever  prices 
fall  below  a  Hgure  which  will  pay  all  the  costa  of 
production  and  leave  a  fair  profit,  the  managers  of  such 
large  specialized  capitj^la  find  thi.'mselvcs  lu  a  peculiar 
position.  They  find  it  imposaible  to  go  out  of  the 
business  witbout  incurring  enoimous  loss.  At  the  same 
time  it  is  difficult  to  curtail  production  without  incur- 
ring an  almost  equal  loss,  a  fact  which  requireft  further 
explanation,  S[)eciulfied  copital  in  the  form  tif  building's 
and  costly  macbirjery  requires  constant  attention  and 
renewal.  Oftentimes  machinery  deprecintes  very  rapidly 
when  it  is  allowed  to  remain  idle.  The  ospeneeB  for 
interest  and  replacement  of  fixed  copital  continue  about 
the  same  whether  an  estiLbliahmeiit  does  a  large  business 
or  remains  idle.  Finally,  the  salaries  of  tbe  most  valu* 
able,  and  therefore  the  most  highly  paid,  employees  ma^ 
also  be  nearly  the  same,  since  trained  superintendents 
and  highly  skilled  mechanics  are  not  always  discharged 
even  if  busincAfi  is  temporarily  suspended.  Tbe  princi- 
pal "**  variable  oiponscs,''  which  will  depend  upon  the 
Amount  of  the  product  turned  out|  are  the  expeoBea  for 
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Uie  less  valuable  kluds  of  Ubor  and  the  expenaea  for 
materials.  Tlie  result  is  that  whea  prici^s  fall  below  a 
point  bX  which  thoy  yield  n  fair  prcfit  to  the  producer, 
the  managers  of  very  large  cBtoHblishmeiits  will  not 
promptly  reduce  the  product  which  thej  turu  out.  They 
kuow  that  the  fixtiil  citpeaaes  of  their  t^lubZishLneiitB 
will  not  be  greatly  decreased  by  running  for  aharter 
hours  or  by  tenaporarilj  suspending  production.  Each 
manager  will  be  likely  to  ealculute  that  if  ho  can  sell 
his  product  for  anything  more  than  enough  to  cover 
the  cost  of  materials  and  of  commou  labor,  he  will 
have  just  HO  much  toward  paying  tlio  fised  chargcB.  If, 
on  the  other  handj  be  refuses  to  produce  at  the  lower 
prices,  he  will  uot  be  eamiug  any  part  of  the  Qxed 
expenses.  Now,  if  such  pi'Oducere  form  a  combination, 
it  ia  easier  for  them  to  agree  to  stop  produciug  any 
further  stock  gf  goods  until  prices  rise.  But,  without 
such  an  agreement,  each  producer  will  aasums  thfit  the 
others  are  going  to  continue  production,  and  that  he 
cannot  appreciably  diminiah  the  future  supply  of  the 
commodity  by  doer  easing  his  own  output.  The  result 
ia  that,  wherever  large  plants  exist,  a  fall  of  pricoe  will 
not  promptly  check  the  output  of  commodities.  Each 
producer  may  endeavor  to  secure  something  towards 
paying  his  fixed  expenses,  even  if  he  in  obliged  to  sell 
at  a  price  which  liLtlc  moro  than  covers  the  cost  for 
materials  and  common  labor.  Prices  may  rcmaiti  below 
the  full  coat  of  pixxluction  for  a  long  lime  whenever  such 
ft  condition  of  affairs  exists.      Professor  Hadley^   liu 
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oollod  attention  to  a  Btrikiag  illustration  of  thia  fact 
Between  1870  and  1873  an  exceptionally  iiigli  price  for 
pig  iron  iittractcd  e,  gteat  dciil  of  capital  tuto  tliat 
Industry,  and  served  to  mcreaj^e  the  annual  product 
from  1,900,000  tona  t^  2,868,000  tons.  Then  followed 
a  tapid  fall  in  iLe  pnce  of  pij^  iron  from  fiftj-tlireo 
doUara  ti>  twenty-four  dollarti,  and  ruially  to  seventcou 
dollars.  But  tho  immeuac  amount  of  new  capital  that 
had  been  apecialiatd  in  the  form  of  iron  furnaces  could 
not  be  art  qiiickly  Mitbdrawii.  Productjou  remained 
about  na  large  as  bel'ure,  and  for  scAeral  j'ears  maiiufac- 
turora  were  glad  to  produce  millionB  of  tons  of  iron  for 
anytliing  more  tbiin  enough  to  pay  for  materials  and 
common  wngea,  Only  after  the  weaker  cBtaUishments 
had  been  bankrupted  and  forced  out  of  buaiuesB,  did 
production  bocoiiie  adjusted  to  the  normal  demands  of 
the  market.  It  will  be  noticed  that  in  thia  instance  the 
jnilucnce  of  the  cost  of  production  hnally  operated  to 
restrict  the  supply,  bnt  that  several  years  were  required 
to  produce  this  result.  Prices  were  restored  to  a  profit- 
able level  by  a  decrease  in  supply  caused  by  the  final 
batikriiptey  of  tho  weaker  producers.  It  is  possible  that 
the  policy  pursued  by  managers  in  such  a  case  as  this 
l8  reallj  a  shortsighted  one,  Loufrer  experience  may- 
make  it  evident  that,  in  the  end,  it  will  be  more  profit- 
able for  all  concerned  to  restrict  production  when  prices 
fall  below  a  normnl  point,  and  to  incur  the  expenses 
entailed  by  an  idle  plant'*  Such  a  policy  would  make  it 
poHslhle  for  prices  to  retzover  eooner,  and  this  fact  might 
coiii_pen>iate  for  any  losses  incurred  In  tlie  item  of  fi^ed 
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expereeA-  Professor  Marshall  thinks  thai  trade  moral- 
ity is  incliiHjd  to  uoiidf uin  a  man  who  ''  spoils  a  market" 
bj  coatinuiiig  to  produce  for  any  price  that  will  barely 
cover  the  espcnsea  for  materials  and  common  labor. 

§  liiS,  Wc  must  consider  another  case  in  which  it  ia 
diflicult  to  trace  the  rciatioa  between  value  and  coits. 
riiia  occurs  lu  its  simplest  form  when  an  produu 
industry  has  tmt;  ohief  produuL  ii|Kjn  which  ta'proineu, 
efforts  are  miiiril/  concentrated,  but  alao  turns  out  a  by- 
product. Thus  cattle  may  be  raised  for  the  purpose  o£ 
securing  heei ;  but  hides,  horuBT  hoofs,  and  bonea  may 
be  Bccurcd  ae  by-products.  Similarly",  wheat  is  a  mmii 
product,  aud  straw  a  by-product ;  or  illuminating  gas  ia 
a  principal  product,  and  coke  a  hv-product-  Under  such 
circumstances  how  will  the  valuea  uf  the  main  products 
and  of  the  by-products  be  adjuB(ed  ?  The  general  prin- 
ciple is  that  (be  eorabioed  value  of  the  main  product 
and  bho  by-products  will  approximate  the  total  coetB  of 
carrying  on  the  business.  Now,  producers  will  endeavor 
to  regulate  the  proditction  of  joint  products  in  such  a 
way  (hat  the  larj^^st  total  return  can  be  secured  from 
the  sale  of  all  the  products.  Usually  this  can  be  done 
by  producing  all  the  principal  product  that  can  be  sold 
at  good  prices,  and  then  selling  the  by-products  at  any 
prices  that  will  induce  consumers  to  take  them  out  of 
the  market.  If  the  price  of  the  principal  produet  rises, 
producHou  will  hi?  incr'?iisoi],larg:ei'  slueks  of  hy-jiraducis 
will  be  secured,  and  their  price  will  usually  have  to  be 
lowered  ia  order  to  dispose  of  thorn-  It  sometimefi 
hajipona  that  changed  market  eoudJtioas  raise  the  price 
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of  a  former  bj-product  sd  as  to  make  it  worth  while  to 
regulate  production  accordiog  to  the  price  o£  tliat  prod- 
uct, lu  all  oaseB,  howeyer,  the  total  pricos  of  all 
products  will  conform  to  tho  total  costs  of  the  bueincss; 
while  the  relative  prices  of  tbc  different  products  will 
be  determined  by  the  relative  demand  of  the  market 
for  each  commodity,  in  the  quantities  farnislied  by  the 
business. 

§  129,   In  a  large  businGsa  which  has  many  different 
brnncbcs  it  ia  often  difificult  to  determine  ejEactly  wbat 
are  the   expenses  of  each   branch.     It    ia 
dfieimiiiiiir     eBpeciullj  difdcult   to  determine  the  exact 
^*™'^        proportion  of  the  fixed  espenaes  chargeable 
to  each  branch,  and  to  each  different  product.     Some- 
times this  ia  done  in  quite  an  ai'bitrary  mauaer.     Occa- 
gionally  some  one  commodity  is  used  aa  a  meana  of 
ad^orfclsiiig  others.     It  may  be  sold  for  Icsa  than  its 
entire  cost,  tn  the  hope   that   new    custL^mci^  inay  be 
attracted,  and  the  sale  of  other  goods  may  l*  increased. 
It  is  understood  tliat  grocers  ia  the  United  States  have 
often  used  sugar  in  this  manner, 

g  130.  Wheuevor  tlio  supply  of  a  commodity  comes 
under  the  control  of  a  single  person  or  group  of  persons, 
Moiopou        competition  among  the  sellers  is  no  longer 
'**"'  active  in  determining  prices.     Such  a  power 

to  control  supply  is  called  a.  monopoly,  and  we  shall  find 
in  a  subsequent  chapter  that  monopoly  ralues  and  prices 
differ  in  important  respects  from  competitive  values  and 
prices. 
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CHAPTER    Tin. 


HONET. 


Burttr. 


I.    Developmeat  of  Ifetallic  MoLoy- 

§  181.  Tlie  carlieBt  exehangea  were  effected  by  barter. 
Each  mnn  oxchnngccl  g^odB  which  had 'little  utility  to 
him  for  other  goods  wbich  had  moro.  In 
tliis  direct  c^^change  of  one  commodity  for 
another  there  arc  HcrioiiB  digcd  vantage  a.  A  horae  can- 
not lie  barj^reil  for  a  cow  uiileas  each  party  to  the  ei- 
chan^e  dcsiroa  to  obtnin  exactly  the  commodity  ctfei-ed 
by  the  other.  Very  often  such  a  coincidence  of  doBires 
doos  not  esiat.  Tn  tho  second  place,  many  commodities 
arc  not  divisible  into  fractional  parts.  Three  hal«  may 
be  exchanged  For  a  coat,  but  it  is  impossible  to  secure 
one  hot  hy  bartering  a  third  of  a  coat  for  if.  A^rain,  if 
one  hundred  different  eommod itiea  are  continually  bar- 
tered for  eoeh  other,  they  may  exchan^  in  any  cine  of 
4,950  combinationB.  Traders  must  know  all  of  these 
4,950  market  vahieB  if  they  would  avoid  being  cheated. 

§  132.   Gradimily  men  devised  a  method  of  avoiding 

the«e  di  thciiltiett.   They  saw  that,  while  some  commodities 

Tluotlcia       were  demamlcd  only  ujion  certain  occasions 

gf  muKy.       ^,.  unrjcr  (?erta!n  c?onditii)nn,  other  goods  wcrfi 

almost  invariably  in  demand,  and  were  acceptalile  to 

nearly  all  persons.     Among  hunting  tribes  skins  of  ani- 
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msU  were  alwaja  in  demUDd,  aince  they  were  th^  pnnci- 
pal  product  of  labor,  were  durable,  cud  useful  ior  mauy 
purposes.  Among  pLstorol  peopicH  cattlo  and  sheep 
posaeaaed  tliia  quality,  since  tlicy  were  useful  in  very 
ifauy  wajA,  mid  :uiy  pE^rHuit  cmdd  wlLliuut  tixmlile  add 
tliciii  to  hia  Jierds,  So^  Qiuon^  the  Aaieric^n  IndlRtis, 
Btrujga  of  wampum  were  ubjt^cla  of  general  desiiabilitv', 
Hince  thej'  served  to  gratify  a  iiuiveveal  desire  for  ornii- 
ment.  When  it  waa  found  lliat  fuia,  or  cattle,  or  wam- 
puDi»  or  any  otiier  commodity  ^vaa  alwave  in  demand,  a 
way  waa  opeafsd  liy  wliii:b  the  difliculties  oF  barfccrr  cuuld 
be  avoided.  If  a  man  posspaaed  corn  and  dcsiiyid  tu  ex- 
change it  for  clothing,  he  need  no  louder  Tend  another 
person  wlio  desired  to  exchange  prsciaely  the  right  kind 
of  cltithitig  for  the  exact  ataouut  of  corn  offered.  Ho 
would  find  it  advantageous  to  accept  furs,  or  cattle,  or 
any  universally  desirable  commodity  in  payment  for  his 
corn;  and  then  he  could  easily  5nd  mauy  persons  irho 
would  bo  willing  to  eichaiige  clothing  for  the  fura  ur 
ciLltle.  Aa  soon  aa  all  persona  recognize  that  certain 
commoditiea  are  naiially  in  donuud  and  usually  ex- 
changeable, then  thoae  commwlitics  become  a  general 
medium  ef  exchange.  The  excliani^e  of  product  A  for 
product  B  becomoa  broken  up  into  two  proccaaes ;  J^raA, 
the  sale  of  A  for  some  univorMally  acceptidde  medium 
of  exchange^  and  iecojid,  the  purchuse  of  B  with  this 
medium.  In  this  way  the  universally  acceptable  com- 
modity acquires  a  new  and  distinct  uae.  iiitherlo  it  was 
valued  BJin[dy  as  an  object  of  personal  ccuaumption ;  now 
it  ifl  demanded  aUo  as  a  means  of  facilitAting  excbangea. 
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Fi>nocrl7  it  waa  acommoD  commoditj:  now  it  is  a  pccul- 
iur  commoJit/  poascaaiuj^'  a  s[)ecial  functitJE,  —  namcl/, 
ihe  fQuetiun  of  strviuj^  as  a  general  niediam  of  excliaaga 
Whenerer  a  commoditv'  acquires  this  function,  it  becomea 
bioney.  HIstoricalJy,  moii&y  originated  in  this  wq^. 
Anooiig  any  people  aomo  couimiHlitJos  posacss  groater  l-s- 
chaugcability  than  otijcrs,  and  Uie  most  convenient  of 
Utcsc  fmally  serve  as  inouoy.  A  list  of  tlie  commoditiee 
tLat  have  iii  variona  times  and  placeB  served  as  money 
nan  be  iadelinitely  estenJfd.  Besides  cuttle  and  furs, 
may  be  mentioned  rice,  tea,  salt^  tobaeco*  dates,  cocoa* 
nuts,  j^alaBf  cowry  shells,  and  many  different  metals. 
Traces  of  buch  usage  still  remain  in  our  language.  The 
Latin  word  j^(?^tt/»'a,  money,  is  from  j:'ccw*r,  a  herd  of  cattle 
or  fiheep ;  and  from  it  we  hare  dcriTed  our  word  pecun~ 
wry.  So,  too,  the  Kiiglisb  word/«e  has  a  probable  etymo- 
logical connection  wilh  tbe  Oermun  word  Viehj  cattle, 

§  13S.  Copper,  iron,  and  zinc,  as  well  as  gold  and 
eilver,ha7c  served  as  money  ;  bat  gradually  the  precious 

mentals  have  displaced  tho  baser.     Gold  and 
mctdUH        silver  nave  become  dislmctively  tne  money 

metals,  white  copper  has  retained  a  place  aa 
vmall  change.  This  ]tredomi[mnce  of  gold  and  silver  has 
come  about  for  the  following  reasons  :  — 

1.  Their  beauty  has  made  tbem  mnversally  desired 
for  purposes  of  ornamentation.  Probably  this  is  the  pri- 
mary rcftson  why  tliey  attained  such  universal  currcDcy 
as  commodities.  At  the  present,  the  amount  of  gold 
used  juiiLually  in  manufactures  aud  the  arts  Is  valued  at 
not  less  than  fifty  or  sixty  millions  of  dollars 
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2.  They  arc  durable,  and  can  bo  easily  dietinguiahod 
from  baser  metal b» 

5.  They  are  difficult  to  procure,  acd  therefore  have 
a  bigli  value.  Small  amounts  tA  them  can  he  ejcclianged 
for  largo  innoimtH  of  moat  otbtT  ^ixida.  Hence  th^y  are 
portable,  and  ainee  early  times  have  been  able  to  seek 
diatiEt  markets.  TIio  cost  of  producing  iron,  copper,  or 
zinc  haB  so  cheapened,  on  the  other  liaiid,  that  the  sup- 
ply has  hecome  very  large.  Hence  they  have  decreased 
in  value,  so  that  they  are  too  bulky  to  serve  conveniently 
as  money. 

4.  They  are  highly  divisible.  Both  gold  and  ailver 
arc  divided  without  loss  into  small  units.  With  them 
it  18  easy  to  make  the  right  pajmoDt  for  any  commodity, 
whether  of  greater  or  of  Icsa  value- 

5h  They  can  bo  converted  easily  into  coins  of  uniform 
quality  and  weight. 

6.  They  have  Ikjed  extremely  uniform  In  value.  The 
world's  slock  of  gold  money  and  bars  is  valued  at  about 
#4,000,000,000.  This  is  made  up  of  the  accumulations  of 
centuries,  and  tbo  annual  product  averages  only  from  t'^o 
to  five  per  cent  of  this  amount  Conseqnontly  the  annual 
product  has  little  influence  upon  the  marginal  utility  of 
gold.  Tn  the  case  ^f  raosl:  othar  commodities  the  annual 
product  Furnishes  the  greater  part  of  the  available  stock, 
and  the  msrginfil  utility  will  regularly  vary  with  every 
change  in  the  yearly  output.  People  have  always  boon 
able  to  i-eceivc  the  precious  metals  in  payment  for  com- 
modities or  serrices>  with  confidence  that  the  medium  of 
payme-nt  would  remain  relatively  stable  in  value  for  yean. 
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Furthermore^  tbe  deinflnd  for  botti  mf^tals  is  eitremely 
expoQeive,  ao  that  it  iacrea£«e  rapidly?  as  thetr  raloe  falla. 
This  ia  truer  of  ^Id  tban  gf  eihTr. 

7-  Thef  are  uniform  in  value  the  world  over, 
Fosseowng  high  specific  v&lue  in  amall  bulk,  the^  are 
transported  cheaply  to  Any  portjon  of  llie  globe  if  a 
iempornry  difFerence  of  value  makpA  it  profitable  to 
do  §0- 

§  134.  Tb«  preciouii  metals  cironlated  at  fii^  in  the 
lonn  of  gold  and  eilvor  bars,  ^Id  dust,  aad  nuggets. 
lAM  They  passed  br  weight,  and  tho»e  who  r^ 
ccired  them  bad  to  proride  means  for  weigh- 
ing theni,  and  soiuetimea  even  for  testing  their  genuine 
n^ss  or  poritjr.  So  far  the  development  of  aionej  was  thft 
reault  excluaivelv  of  the  acts  of  private  indindnalfi  Bcekinj; 
to  faeilitatc  the  work  of  exchange.  The  di&advontacea  of 
irctgfalDg  aad  testing  the  money  metals  were  next  rem^ 
di«d  b^  coinage.  The  first  step  was  to  stamp  a  bar, 
or  ring,  or  wire  of  gold  or  ailrer,  m  order  to  certifj  its 
weight  and  fineness.  This  has  been  done  cominonlr  bjr 
^veraments,  but  sometimes  goldsmilha  of  recognited 
stnfiding  hare  stamped  pieces  of  gold  and  silver,  which 
have  been  reeeived  without  question.  Such  a  certi6ca- 
tion  of  the  weight  and  fioeuesa  of  metal  saved  eichaBgers 
from  an  inuu&nse  amount  of  trouble.  ImproTementa  in 
thv  art  of  coimn(F  have  led  coinera  (o  stamp  both  sid^ 

(be  coin,  sod  to  mOl  the  edgea.  This  prevents  clipping 
Qoin  or  otherwise  tampering  with  it,  since  avich 

bempto  deface  the  coin  and  can  be  ccwily  detected. 
rooTcr,  the  designs  impreoKd  upon  corns  arc  niad« 
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delicate  aud  iiilricate  in  order  to  make  cDunterfeiling 
difficult.  A  we  11 -developed  coinage  mako^i  it  puaaiiilo  fur 
money  to  pass  bj  tale,  that  is,  bj  count ;  and  excliaiigera 
uo  longer  noed  to  roaort  to  weighing  in  order  to  avoid 
being  cheated.  ProfcsBur  Jcvona  haa  defined  coins  as 
*'  ingots  of  which  the  weight  and  tmcneaa  are  certified  by 
the  integrity  of  designH  iinpreftsed  upon  the  surface  of 
tlie  metal;' 

Free  coinage  of  any  metal  eiiats  whenever  any  ovner 
of  bullion  hoB  tho  right  to  take  it  to  the  mints  and  have 
it  coined  into  moiioj.  The  United  States  at  FrHrainuc 
the  present  time  allows  free  coinage  of  J^^ljj^ 
gold,  but  the  coinage  of  a'llver  has  been  re-  b™"«et- 
fitricted.  Gratuitous  coinage  la  a  diETerent  thing.  Tlie 
work  of  coELTerting  bullion  into  coins  requires  a  couKider- 
able  outlay  for  labor,  machinery,  etc.  In  the  case  of 
larger  coins  the  expense  may  be  less  tbau  one  third  of 
one  per  centi  while  in  the  case  of  small  coins  it  may 
amount  to  three  or  four  per  cent.  If  the  government 
makes  no  charge  for  cjining  money,  and  bears  tlua  eS" 
pense  itaelf,  coinage  is  gmtultoiis.  England,  since  1366, 
has  made  no  charge  for  coiuliig  money.  The  United 
Slates  also,  eicept  for  the  period  1S53  to  1875,  baa  mude 
no  charge  for  converting  standard  buUion  into  money. 
Whoa  ooioage  is  gratuitous,  the  amount  of  bullion  coined 
into  an  caglo  or  a  sovereign  will  equal  exactly  an  engla 
or  a  soverei.L^ii.  If,  however,  a  mint  charge  is  made, 
bullion  will  \ni  wi»rth  juHt  »o  nnidi  less  than  coins  con- 
taining the  B£.nte  weight  of  pure  metal.  Most  governments 
oblcga  j^ersouB  who  bring  bullion  to  tbe  mints  to  bear 
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the  expcnso  of  coming  it  into  money.  Such  a  cbarge« 
if  it  IB  merely  sufficient  tg  cover  the  expeuees  of  coinage, 
i»  called  hrasmgs. 

Ofbeiitiiuea  govern  me  nta  ret&iii  more  metal  than  is 
required  to  cover  the  costs  of  coiuage.  Such  a  charge  is 
called  ieigniomt^e.  Until  recent  timee  many 
eovercigns  reiioatedlv  debased  the  moiicj  of 
tlieir  countries  by  abstracting  a  acigiiioragc  of  ten,  twenty, 
end  eomctjmcs  eighty  or  ninety  per  cent.  When  thia  woa 
done,  Ihe  weight  of  the  coins  was  kept  up  by  increasing 
the  amount  of  nUoy.  Modern  civilized  countries  usually 
debase  the  small  coins  used  for  fractional  currency,  and 
deduct  seigniorage  in  this  ^ay.  For  instance,  since  1853 
the  fractional  silver  coins  of  the  Uiiitcd  States  have  been 
debased.  Tliey  have  been  coined  excluaivdy  from  silver 
bought  by  the  govcriimoat,  sjid  have  contsined  less  than 
50,  25, 10,  and  5  cents  worth  of  silver,  although  the  gov* 
ermnent  lias  paid  theoi  out  at  thoBQ  vaUiee,  It  is  impoP' 
taot  that  tlie  larger  coins  should  not  be  debased,  but  Buch 
a  policy  b  wiso  in  the  case  of  fractional  currency.  It  pre- 
vents people  from  uselessly  melting  up  these  coins,  which 
are  wortli  less  as  bulhon  than  as  money. 

M&ny  facta  in  the  history  of  coinage  systems  give 
evidence  concerning  the  history  of  money.  Both  in 
oiirinoTcoio-  Atliens  and  in  Rome  the  earliest  coins 
*ec  BysiMiB-  seem  to  have  been  stu-mped  with  the  figures 
oE  oxen,  a  fact  which  probably  points  to  tho  earlier  nsd 
of  cattle  as  money.  In  the  date  country  of  Persia, 
whore  dates  once  served  as  a  medium  of  exchang*^,  tho 
smalleat  silver  colna  had  the  form  of  a  date.    The  names 
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of  many  coina  can  be  traced  back  to  the  time  when  the 
preciotiB  mataia  circulatGct  by  wGight,  The  Hebrew 
shekel  was  a  wGight.  The  Roman  a.9  was  originally  an 
ingct  of  copper  supposed  to  wciji^h  an  *i»,  or  pound.  The 
French  Uurc^  the  Spanish  peso  and  peaeUj,  the  English 
pound,  tho  GerniJin  mark^  wen?  all  origiiNilly  naimss  of 
weights  which  were  used  to  denote  come.  ConsUnt 
debasement  by  Eitiopeau  kings  finally  reduced  Ihese 
coiiJS  far  below  the  original  weight.  These  facta  mako 
it  clear  that  money  was  a  commoditj  which  circulated 
by  weight  precisoty  like  other  commoditiea. 

§  135.  The  notion  ia  still  common  that  money  ongi- 
naftd  in  some  act  of  government,  and  is  therefore  a 
creation  of  law.  HistoricaUy  there  can  be  Gorcmmcmi 
no  doubt  that  money  originated  solely  by  "«i™«j. 
acta  of  indiriduals,  and  that  governments  for  a  long 
time  had  nothing  to  do  with  the  establishment  or  regu- 
lation of  a  medium  of  exchange.  At  a  later  date,  Low- 
ever,  the  action  of  governments  began  to  affect  the 
institution  of  money.  On  the  one  hand,  they  htfltituted 
systems  of  coinage.  On  the  other,  they  imjioaed  Aues 
payable  in  money,  and  received  money  in  payments  to 
the  public  treasury,  Tliey  eeleoted  the  coinraodity 
which  had  long  paeaed  as  money  between  individuals, 
and  made  it  the  means  of  payment  in  the  caee  o£  fines 
and  public  dues.  This  extended  the  uaefuIncBS  of 
money,  but  did  not  originate  it.  Ttje  work  of  coinage 
was  left  in  the  bunds  of  private  individuils  until  com- 
para:t!iTeIy  recent  times.  Gradually  the  need  of  uni- 
formity and   absolute  security   foix^ed   goyernmeiLta  to 
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maVe  coinflge  on  eiclusivoly  public  faDction,  and  to  pri> 
hibit  by  acvci'C  jn^iialtieB  coioage  by  privatja  individuals. 

After  eatabliebinp  public  Bjatcms  of  coinage,  go t cm- 

mentB  have  taken  a  further  stop  in  developing  tlie  inati- 

tution  of  moni-^y.     Tlie j  liavc  declared  that 

LcBBl  tender- 

their  coins  sJiall  bo  received  in  puviuent  of 
private  debts.  Tn  Ibis  way,  eoina  are  made  a  Ufjal  Un- 
der M'hich  must  bo  received  in  discharge  of  debts^  except 
when  persona  are  allowed  in  special  contracts  to  agree 
upon  some  other  comniodtlj  as  a  means  of  payment 
Tliufl,  in  the  United  States,  gold  coShBi  the  silver  dolUri 
groenback&  (or  United  States  notes),  and  treaaury  noLea 
are  legal  tender ;  but  euurtu  will  enforce  Gontracts  which 
call  for  tlie  payment  of  gold. 

§  136.   Moaey  was  originalljamere  commodity  which, 
on  account  of  Ua  superior  desirability  and  convenience, 

obtained, pcneml  currency  as  a  medium  of 

SutnuFy. 

exchange.  Hereby  it  acquired  a  new  nae 
dietinct  from  its  other  u!^a  as  a  cunftumption-gcod. 
Ml'Ii  began  to  doniand  tjold  and  silver,  not  merely  for 
use  in  mnnnfactnrea  and  the  arts,  hut  also  for  a  mcdinm  - 
of  eschajLge,  Wo  may  therefore  epeak  of  a  di^mand 
for  the  ptccions  metals  for  employment  as  money,  and 
a  demand  for  them  for  employment  in  the  arts.  Upon 
Ibie  combined  demand  their  utility  depends.  Gold  and 
ailver  were  uaeful  afid  vilIuuIjIo  cunmioditiea  before  they 
were  ever  used  aa  money  ;  sind  they  wonld  remain  valu* 
able  commoditiea  even  if  people  should  no  longer  employ 
tliem  as  a  medium  of  exchange.  Yet  their  value  is 
increaaed  by  the  money  demand  for  them,  sjid  it  would 
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/all  if  tliey  shmtlil  ce^urg  to  be  demanded  as  moni^y.  At 
a  late  jwriod  iu  the  history  of  money,  tbe  influence 
of  govenimentfl  waa  felt.  Fines  and  public  dues  were 
made  payable  in  the  commodity  wbicti  served  as  money, 
nnd  legnl-tcndcr  laws  enabled  it  to  perform  moi-e  per- 
fecity  lis  wDrk  aa  a  medium  of  exchaugo. 

XL   TI19  TiliiB  of  Metallic  Uoua?.  '-^^^.i^^^ 

§  137.   Gold  and  silver  tis  commoditioft  have  a  certain 
marginal  utility  which  dopends  upon  their  uscfiilncBB  ab 
conaumption-p:oods.      When   thoy  arc  need 
as  money,  tlieir  marginal  \k\A\\tj  for  this  u^e  auiitvoc 
IS  Hi[n|ily  the  utility  of  the  quantity  of  goods  °'^"'" 
which   they   will   buy.     Whon  prices   are  bigh^  a  great 
deal  of  money  is  retjuirod  to  purchase  commodiliefl  ;  and 
when  prices  are  low,  a  large  quantity  of  goods  ciin  be 
bought  with  a  littlo  money.     The  marginal  utility  of 
money  will  bo  high,  therefore,  wbea  general  pricca  are 
tow  ;    and    will  be  low  when  general  pncea  are   high. 
We   must  now   ijoiisiLler   tlie   <!aiiBes   wlneli   determine 
whether  the  purchiLsmg  power  of  money   (that  is^   ltd 
marginal  utility)  shall  he  bi^^li  or  low. 

§  138.    Prices  are  the  values  of  commodities  esproased 
in  terms  of  money.     It  la  possible  for  eommoditicd  as  a 
whole  to  eschnngo  at  one  time  for  very  dlf- 
fei'eub  amountfl  of  money  from  what  they  com-  ST^atrf 
miinJ  at  anoUier.     Bt^tween  1850  and  187-1  ""^«' 

prtccL 

pi'iue^   rose   gradually  all   ovor  the   world, 

while  eluce  1S73  they  have  gradually  fallen.     It  is  not 

eaay  to  determiae  whether  the  general  level  of  prices  ie 
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nsing  or  falling,  because  the  prices  of  all  commoUities 
ami  Acrvict^a  Ju  tii>t  move  ni  tim  Aaiuf.  JirecLton  ut  &dv 
OEe  time-  The  simplest  method  of  determiiiiug  varia- 
tions 111  general  prices  is  the  eysteni  of  index  mimberB. 
Tho  priees  of  a  large  number  of  conimoditios  arc  dct(;r- 
mined  in  some  year,  and  these  prices  arc  then  called  100 
&e  a  baeis  of  comparison.  If  one  hundred  commodities 
should  be  takeUf  the  indtx  number  for  the  5rat  jear 
would  be  10,000,  that  is^  the  sum  of  the  prices  of  all  tho 
commoditioa.  Suppose  that  at  the  end  of  the  next  year 
Lt  in  found  that  ten  commodities  have  risen,  on  the 
average,  10  per  cent ;  that  forty  commodities  have  fallen, 
on  the  average,  10  per  cent;  and  that  fifty  commodities 
remain  unchanged  in  price.  Then,  by  adding  the  priced 
of  all  the  commodiliea  reduced  to  thU  scale  of  100,  we 
should  get  9,700  as  the  Index  rmmber  for  the  seeond 
year>  A  compariBon  of  the  iiidei  iiumhers  for  the  two 
years  showe  an  average  fall  in  prices  amounting  to  thrco 
per  cent*  In  oi'der  foe  this  method  of  index  numbera  to 
be  satisfactoiily  UB«d,  a  large  number  of  commodities 
muat  be  examined;  and  the  price  of  each  one  should 
he  given  importance  m  tlie  final  result  in  proportion  to 
the  quantity  regularly  marketed  and  eonanmed.  Tlius 
wheat,  corn,  and  pig  iron  should  be  given  more  weight 
tlian  drugs,  spices,  and  platinum.  During  the  last 
twenty  years  all  methods  of  compututiou  show  a  grodual 
decline  in  prices. 

§  139.  Wo  may  explain  variations  in  general  prices 
in  the  following  mnnuer.  Wc  may  regard  the  amount 
of  money  In  a   community  as  an   important  factor   iii 
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det^rminiDg  the  pricea  that  people  will  be  able  to  pay 
for  ccmmoditic8»  In  the  wurda  of  Mr.  Mill,  **Moiicj 
acta  upon  prices  in  no  other  way  tlmn  by 
being  tendered  in  exchange  for  coram "jd it ics,  <jchaiic« 
The  demand  which  influences  the  nricea  of  *=««>"f"i 
comimKlitieH  consis^ls  of  the  money  offered  for 
tbem."  As  the  nmount  of  money  in  the  h&nds  of  con- 
Bumei'B  LucreaBea,  the  marginal  utility  of  Cfich  piece  of 
money  vill  decrease;  the  surplus  of  the  marginal  utility 
of  commodities  over  the  marginal  utility  of  their  money 
coat  will  increase ;  and  the  same  number  of  commodities 
will  l>e  in  demand  at  Ligher  pnces,  or  a  larger  numljer 
of  commodities  wilt  be  demanded  iit  the  same  piicra. 
On  the  other  hand,  ve  may  regard  the  commodities  pro- 
duced for  sale  in  any  community  as  a  stock  of  goods 
which  producers  dcsiro  to  exchange  for  money.  These 
commodities^  as  a  rule,  have  no  utility  for  the  producers 
except  as  they  can  be  sold.  Then  we  can  say  that  the 
demand  for  money  will  depend  upon  the  amount  of 
goods  offered  by  sellers.  Now  tbe  ratio  at  which  com- 
moditieB  will  eschange  for  money  (that  is,  the  general 
level  of  prices)  will  depend  upon  the  conditions  of  the 
demand  for  money  and  the  supply  of  money.  This  can 
be  shown  by  assuming  the  following  cases;— 

1.  Assume  that  the  number  of  commodities  offered 
for  sale  remains  unchan^edf  but  that  the  amount  of 
money  in  the  community  is  Increased,  as  it  was  in  tins 
country  after  the  discovery  of  the  Californlan  gold 
miuea.  TUen  the  increased  Steele  of  money  will  tend  t<i 
BtJmalate  the  demand  for  commuditicB;  and  producers 
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will.  &fi  a  rule,  be  enabled  to  sell  th?Ir  stocks  of  ^ooda 
for  higher  pricea-  Conversely,  if  the  mines  Ikjcdido 
exhausted,  &fl  occurred  during  the  later  jeara  of  tb^? 
Rouiati  Empii^,  and  the  stock  of  money  decreases  hy 
gradual  waste,  then  the  di^maiid  for  commodities  will 
gradually  decline,  and  a  lower  level  of  general  prices 
vill  be  the  result.  It  is  apparent^  therefore,  that,  when 
the  stock  of  money  increases,  the  purchasing  povcr  of 
XBch  piece  of  money  will  tend  to  be  lees  than  it  formerly 
waSp  Oil  tlie  other  hand,  a  decrease  in  the  stock  of 
iTKTuey  tenJs  to  iticreaae  the  purcliasing  power  of  each 
piece.  Prices  will  tend  to  rise,  therefore,  when  the 
stock  of  money  increaaea;  and  tliey  will  tend  to  fall  as 
it  decreases. 

2.  Next  VFD  must  study  the  effect  of  changes  id  tho 
amoimt  of  commodities  produced  for  sale.  AVe  will 
BUppoae  that  the  stock  of  money  remains  unchanged. 
Now,  ID  a  progressive  country  improveraents  in  produc- 
tion continually  htcreaae  the  number  of  commuiiiliea 
that  can  he  turned  cut  with  a  given  expenditm-e  of  lal>or 
and  capital-  Furthermore^  every  increase  of  populatioa 
muy  have  a  tendency  to  increase  the  productive  forces 
cf  a  country,  aud  so  to  ifici'caac  the  production  of 
commodities.  If  the  number  of  commodities  produced 
for  sale  hicreascH,  wUilu  this  amount  of  mouey  remains 
the  same,  producers  will  have  to  dispose  of  a  larger 
atock  of  gooiia  ijk  markets  where  the  general  demnud  for 

mmoditiea  remains  uuchauged.  Competition  bet^recn 
roducers  will  tend  to  become  sharper  under  such  cir- 
ouaiatauccflt  oud   commodities  vill  exchange  for  lesa 
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money  than  thej  fomnaply  commanded.  TliiB  moniia 
that  general  prioca  will  be  lower.  Oouveraely,  if  the 
production  of  commodities  is  dew^ased  ao  that  fewer 
gooJa  arc  brought  to  market,  pricea  will  ft^nd  to  rbe. 

3.  We  cuucliidL',  therefor^  tliat  pricea  tend  to  vary 
directly  as  th^  amouut  o£  money  wbfch  consumera  take 
to  market  to  exchnn^  for  commodttiGa,  and  that  they 
will  tend  to  vary  inversely  ob  the  Jiumber  of  commod- 
itica  which  producers  being  to  mai-kct  to  exchange  for 
money.  But  it  ia  important  to  notice  that  both  the 
BTipply  of  money  and  the  supply  of  eommoditii'S  may 
vary  at  the  aarnc  time.  Thus  an  iniTeased  supply 
of  money  may  caincide  with  an  increased  production 
of  commodities,  or  a  decreased  supply  of  money  may 
coincide  with  a  decreased  supply  of  commoditica.  In 
atich  cases  one  change  tends  to  offset  the  other.  On 
the  otLier  hand,  a  larger  supply  of  money  coiuuiding 
witli  a  amailcr  supply  of  commodtlies,  or  a  sniaikr 
supply  of  money  coinciding  with  a  larger  production  of 
commodities,  would  produce  greatly  intenBified  cfTectB^ 

§  140,  Of  tbo  world's  etock  of  gold  and  ailver,  only 
a  port  \^  in  the  form  of  money.  A  considerable  portion 
eaiats  as  bullion  or  as  minufactured  com-  bbiuoh  *nd 
modltiirft.  But  gold  aiid  silver  in  tlie  form  '°o«y' 
of  linllion  or  of  maniifjictnred  goods  can  be  melted  up 
readily  and  converted  info  mont'y,  if  free  coinnge  la 
allowed,  while  gold  and  silver  coin  with  equal  ease  can 
be  melted  into  bullion.  It  followa  that  the  marginal 
utility  of  the  precioiia  metala  aa  money  can  never  be 
very  diEforont  from  their  marginal  utility  as  bullion-     If 
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a  change  of  faabion  or  of  taste  increaaes  tlie  margiual 
utility  of  buUiaii,  gold  or  silver  coina  will  be  melted  up. 
Thia  wiil  continua  until  tho  increase  in  the  supply  ol 
buIlioD  will  lead  to  such  a  decrea^  in  its  mirginal 
utility  that  people  no  longer  caro  to  convert  money 
into  Imllton.  On  the  other  hand,  if  money  commitnJH 
more  commodities  tlian  formerly,  bnllion  will  be  con- 
verted into  coin,  and  the  supply  of  money  will  be 
increased.  Finally,  the  cjcistence  of  a  lar^e  demand 
for  gold  and  silver  in  tho  arts  tends  to  make  their  value 
Btable.  If  tlie  value  of  money  increases  (that  is,  if 
prices  fall),  the  supply  of  money  will  tend  to  inci-ease 
through  the  melting  up  of  bullion.  Converselyj  a  fall 
in  tho  value  of  money  (that  is,  a  rise  of  prices)  wHl 
tend  to  be  checked  by  a  greater  use  of  tho  precious 
metals  in  the  arts. 

§  111.     General  prices  depend  upon  the  demand  for 

inenppUaf  Bttoney  and  the  supply  of  money.     But  it  is 

a«^iniu4     necessary  to  consider  all  the  elements  that 

immoDtj.      determine  demand  and  supply. 

1.  The  niunher  of  commodities  which  producers  bring 

to  market  is  not  the  only  element  that^  inSnencea  the  de^ 

mand  for  money-     A  commodity  may  be  produced  by  a 

fnrmor  or  a  mannfaetiu'er,  Uicn  sold  to  a  wholesale  dealer, 

then  sold  by  the  wholesaler  to  a  retail  merchant,  then  sold 

by  the  retailer  to  Jbc  pei-son  who  ia  to  consume  it.     The 

greater  part  of  the  goods   produced  for   sale  changes 

hands  at  least  thn'e  tim^s  in  passing  from  the  original 

producers  to  the  consumers.    If  one  thousand  commod- 

Itiea  are  produced  for  salo  in  any  community,  ve  may 
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aBsume  that  at  lettst  three  thotiaand  cTcchangcs  will  have 
to  be  effected  before'lhese  thousand  articles  rooch  the 
final  Gonaumore,  Evidently  the  demand  for  money  will 
be  three  times  as  great  as  it  would  bo  if  tlie  goods  jiassed 
directly  from  the  farmer  or  manufacturer  to  the  con- 
sumer. Tt  aiipcars,  then,  that  the  demanr]  for  money 
depends  upon  two  factora,  (ci)  the  uumher  of  comniodi- 
tiea  produced  for  sale^  and  (£)  the  avera^  number  of 
timea  each  conlmodity  chants  hands  on  its  way  from 
producer  to  conaumcr 

2.  The  sup|dy  of  money  doefl  not  depend  solely  upon 
the  numl^r  of  pieces  available  for  the  pui-chaae  of  com- 
moditiijs.  Suppose  that  one  thousand  commodities  are 
eichaugod  three  times  each,  so  that  three  thousand 
cichaagos  are  effected.  Now  one  thousand  piccee  of 
money  may  suffice  to  effect  aU  thcso  eschimgea,  if  each 
piece  pasBes  from  one  person  to  another  three  times 
during  the  time  that  tlie  thousand  commodities  are 
being  exchanged.  Aa  a  mutter  of  fact,  the  amount  of 
money  in  any  country  falls  far  short  of  the  rolume  of 
business  to  be  transacted  in  any  season  or  year.  On 
July  1,1895,  the  amount  of  money  in  circulation  among 
the  people  of  the  United  States  was  about  $1,602,000,000, 
ftn  avenge  amount  of  122,93  for  each  person  in  tlie 
country,  Tn  the  course  of  tlie  year  1895  each  piece 
of  money  served  to  effect  a  considerable  number  of 
exchanges,  so  that  the  total  amount  of  commodities 
exchanged  for  money  vastly  exceeded  the  amount  of 
money  in  Ibe  country,  Manifestly,  $1,600,000,000  cir- 
culating from  one  person  to  another  on  the  average  one 
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imndrcil  timen  iri  the  conrne  of  &  ^ear,  will  do  an  much 
iii'.riRy  work  na  $lf3,000,000,00f)  each  piece  of  whicli 
clinnges  hQiula  only  ten  tiiiios  during  Uic  same  period. 
E^'idcntly  the  supply  of  money  dc|>cnda  upon  1  bo  two  fao- 
tora,  ((*)  the  number  of  pieces  of  uiouey,  (b)  the  Gvorago 
rapidity  with  whicb  tbey  circulate.  It  wjU  be  well  to 
espluin  clcftrly  what  la  implied  by  the  phmse  "  rapidity 
of  circulation"  when  applied  to  money.  Tf  the  mcm- 
bcTa  of  a  eommunity  are  pros|x>rouaT  thoy  will  be  able  to 
purchofle  coaiuiodities  freely-  Tho  dcniand  for  both  oon- 
Biiincra'  and  producers'  goods  will  be  active.  Wbatcror 
iiicomca  eonsumcra  receive  will  be  quickly  expended  for 
consuRierfl'  goodt*;  ur  will  bo  iiivefit^i^d,  and  fo  will  be 
oiehanged  for  producers'  goods.  Merchu-iits  will  find 
their  stocks  of  goods  in  active  demsud,  and  commod- 
MxQB  will  pnes  quickly  from  producer  to  consumer. 
tTrder  ench  cirrumfltanccs,  a  givcu  elrjek  of  money 
will  eircuhitc  much  naoro  rapidly  than  when  trade  !a 
dull  and  people  are  less  proHpernua,  There  n^re,  of 
coui'sei  limits  beyond  which  tho  rojiidity  with  which 
money  cirnilotoa  cannot  be  iucreascd ;  and,  further- 
morr.  it  will  be  greater  in  some  communities  than  in 
ctliora.  TI»o  rapidity  of  circulation  will  regularly  Iw 
^reat  in  proporf.ioii  to  tbo  activity,  enterprise,  and  pros- 
perity of  each  community. 

3.  While  thia  stateinent  of  the  various  elements  that 
defcrmino  tho  demand  for  money  and  the  supply  of 
money  oomplieatcs  tho  theory  of  general  prices,  tho  dif- 
ficulty ia  not  30  jrrcat  as  it  miglit  pcem.  In  tlie  Tnited 
States  at  any  given  time,  the  mjiidity  witli  which  money 
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circulates  is  fixed  H'ithin  quito  narrow  limits,  and  il  c&o- 
not  chaugo  to  any  groat  extent.  So,  aJao,  the  average 
numbor  of  times  tliat  commodities  pass  from  one  pei^on 
to  aiiatlit-i'  before  lliey  rcai^li  Liio  finut  consumer  \s  some- 
thliijf  that  \&  lixed  quite  cii^fmittily  at  any  gireii  time  by 
tlie  babits  and  oustoms  of  onr  people.  If  tlie  Dumber  »i 
piocoB  of  niouey  in  tho  United  Stutes  increafiefl,  it  ia  safe 
to  assume  that  rapidity  of  oirculatioa  will  not  vary 
greatly,  and  that  the  supply  of  money  will  ho  iiicrcaBed. 
Similatly,  if  tlie  production  of  commodities  increases,  it 
is  safe  to  assume  that  thore  will  lie  no  consider Jiirio 
change  in  the  average  number  of  tiniea  tijat  each  cmu- 
uiodity  changes  hands;  so  that  au  increase  of  commodi- 
ties will  be  practically  eqiiivalont  to  an  increase  of  the 
demand  for  money- 

§  142.    [f  we  assume  tho   world's  stock  of  the  pre- 
cious metals  to  be  Tixed,  then  their  Talucs  will  depend 
simply  upon  the  supplies  of  ^Id  and  silver  Tuecosior 
arailitble  for  money  and  for  use  hi  the  arts^  STirtdKii 
and  the  demand  for  both  metals.    The  pt'ob-  »fUi-(i«i3j 
Icm    becomes,    under    such  circrnnstances,  udrvaiot 
exactly  similar  to  tho  problem  of  market  prices.     Rat, 
as  a  matter  of  fact,  gold  and  silver  are  proilirci^d,  like 
any  other  cominodiUee,  hy  men  who  desire  to  make  a 
profit  out  of  the  operation  of  Uieir  mines.     If  the  value 
of  money  b  high,  the  profits  of  mining  gold  and  silver 
will   bo  large,  and   the  output  ^viil   begin  to  inoreaso. 
Conversely,  a  lovr  value  of  money  will  riecrease  profits 
&nd   reduce  the   production    of    the    prccioua    mctols. 
Gradaally  the  supply  of  money  will  be  increased  or  de- 
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creased  oa  the  output  from  tbi^  mmee  alowly  cLanges* 
Several  years  may  Lo  required  before  a  cliauge  in  the 
world's  output  of  goIJ  or  silver  will  appreciably  affect 
the  value  of  the  euormcus  stock  of  the  precious  metals. 
But,  in  tbo  long  run,  changes  iu  the  production  of  ^old 
end  silver  will  make  their  value  approsimato  the  mar- 
ginal BXi>eiiacB  of  producing  thorn. 

Let  Lia  CDDsidor  in  greater  detail  the  manner  iu  nhicli 

the  oust  of  producing  the  monoy   luefcals  a(Tei:ts  Ujeir 

j,euitc4cx-     value.     Suppose  ttiat  prices  aro  low.     Then 

piuaoou.      ^|jg  money  coat  of  doing  oil  business  will 

tend  to  decrease,  and  the  expenses  of  miulug  p;old  and 

silver  will  become  smaller.     At  the  same  time,  the  low 

level  o£  general  prices  means  that  the  purchasing  power 

of  the  money  metala  is  increased.     The  lower  coat  of 

production  will  make  mining  very  profitable,  and  will 

increase  the  annual  output.     Thus  a  fall  of  prices  tends 

to  cause  an  increase  of  the  supply  of  tUe  money  metals. 

Ultimat<^ly  tho  inoreoBcd  supply  will  lower  the  valuo  of 

monc3",  and  so  restore  a  higher  level  of  prices.     Again, 

suppose  that  an  increasing  supply  of  gold  or  silver,  or 

any  other  cause,  produces  a  decline  in  the  value  of 

money  and  a  rise  of  priceft     Then  the  higher  level  of 

prices  will  increase  the  expense  of  doing  bueinesSj  and 

will  therefore  increase  the  money  coflt  of  mining.    The 

lower  value  of  money  will  gmdnally  cause  a  dccrcflsc  in 

I  the  production  of  gold  and  silver.    This  takes  place  in 

'the  following  way.     Some  mines  ate  much  richer  thun 

^others,   and   from   them   guld  can    be    produced  at  a 

■mailer  expense.     When  prices  rise  and  Ihe  expenses  of 
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mining  increase,  tha  f>ooror  mines  ciin  no  longer  bo 
operated  at  a  profit  and  irill  aeasc  to  be  worked.  The 
general  lerol  of  prices,  therefore,  will  help  to  determine 
wliat  mines  can  bo  ^iipnitcd  profitabi v,  and  what  ininos 
cannot  be  worked.  Rising  prices  will  gradually  shnt  off 
iht  supplies  of  metals  eecured  from  the  poorer  mines. 

TliQ  adjustment  of  the  money  motals  to  the  cxpcnecB 
of  prodnciniT  them  is  effected  slowly  by  a 
gradual  increase  or  decrease  of  the  supply.  mdMyiiai- 
For  long  periods  of  years  there  may  be  no  feJurtTSc' 
cor  responds  nee,     Bnt,  in  the  long  run,  the  '"''^irtt- 
cost  of  producing  gold  and  ailver  from  the 
mines  tJmt  form  tho  sourceB  o£  supply  will  cxGit  an 
influoDce  upon  thoir  ralue. 

§  143,    In  appljing  this  theory  it  should  not  be  for- 
gotten   that  hitherto    the   production  of  the    precious 
metals  has  been  conducted  in  a  hnubazarii    .,.    ,    _^, 
tnanuer.      By   mere    accident    rich    mines  nraitfue 
have   been   discovered   in    Sonth    America,  ateMia^ 
Califoroia,   Australia,  and    South   Africa;  '*^"^' 
and  the  world's  stock  of  gold  and  silrer  has  been  in- 
creased suddenly  without  any  special  reference  to  the 
existing  level   of  general  prices.     Yet,  even    in   these 
cases,  two   things    have  ever  been    trne :     Firntt   the 
search  for  the  precious  metals  is  always  most  aoHve 
when  their  purchasing  power  is  high.    Sen'ond,  when- 
ever sudden  discoveries  of  the  money  motaU  havo  in- 
creased tho  flt^Dck  of  money  and  raised  prices,  the  poorer 
mines  have  had  to  he  abaDdoued ;  and  in  this  manner 
production  has  been  checked.     At  the  present  time  gold 
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find  silvar  ai^  mined  in  a  fitr  more  syatematio  minnor 
tiiaii  ever  before,  and  tho  principles  Iftid  down  w[ll  oper- 
ate moro  proiiiptly.  Tlio  riso  in  tho  purchaaing  power 
of  gold  during  the  laef  twenty  yeat'fi  Ima  Btimulatcd  gold 
milking  in  a  wcnJoiTtjI  manner.  Formerly  gold  was 
pruducod  by  rrude  metiiods,  mainly  from  rich  jdnocr 
deposits  or  from  very  rich  ores.  Tlie  placer  depoaitB 
are  limited*  and  h&vc  boon  discovered  and  worked  m  & 
very  hapbaaard  mnnncr.  But  within  recent  years  tho 
mctliods  of  mining  gold-l>eoriiig  ores  have  been  vastly 
improved.  Ores  which  formerly  could  not  be  worked  at 
a  profit  are  now  handled  hy  new  methods  in  such  a  way 
as  to  yield  very  large  retiiniB,  In  tho  future  the  husi- 
ncee  oi  gold  mining  will  bo  cendueted  in  anything  but  & 
haphazard  manner.  Silver  has  always  Leon  produced 
by  a  more  Hvateni^tic  process  cf  separating  it  from  (ho 
ores  in  which  it  lutUiLUy  occurs,  ItA  productioii  ha.H  net 
depended  upon  the  ehanco  discovery  of  rich  anrfaco 
deposits,  for  it  aeldom  occura  in  its  native  state.  In 
recent  times  tho  production  of  g'jld  »nd  ailvcr  hiiB  been 
quite  regidar  from  year  to  year,  increaeing  or  decreasing 
in  a  gradual  manner.  For  the  future,  we  have  a  right 
to  antieipate  a  systematic  production  of  both  metals  in 
siieli  quantities  as  shall  be  commercially  profitable. 
§144.  At  tho  opening  of  ths  Chrisdan  Era,  large 
__  __^  amouota  of  gold  and  fliivcr,  accumulated  by 
pn4bct]on  tlio  cuuijuci'od  nntiona  of  the  lands  adjoin- 
aUTtr.  ing  the  Meditorranenn  Sea,  had  been  seized 

hy  the  Romans  and  ihrown  into  circulation 
throughout  their  empire,      A   rise   of  prices  hindered 
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^■ortlier  mining  uf  the  precioua  mctalB^  Trhllo  waateful 

^^piethode  of  opcrutuju  cnuadd  b  n^nJ  i.'jt]iiLiiAlion  of  tlio 

^^riche&t  miiicti.     Gradually  tlie  prodiK'tiun  uf  llio  |)i"ccbii* 

metala  censcdT  the  exiating  stouka  woru  iiiBHijiiiU-d,  uiui  u 

fall  of  priccB  Bot  in  tlirQugUout  thu  Kyiniiii  wi*HU-     Fiutu 

tlie  fuuith  century  to  the  sJxtooiitli  Miorc  vra»  a  poailivo 

moucy  fainiiiR.     Pi*r  several  centurit^fl  |intcllcttlly  iiu  nd- 

ditions  were  made  to  tlio  woild's  nLock  uf  ifuld  uriJ  njIviu', 

^ ,    Bpd  the  art  of  minmg  seemed  to  bu  lost.     Townrd  tlio 

^hloBG  of  the  Middle  Ages,  mining  vi-as  c:>muiouced  111 

^^AuBtria,  Hungary,  and  Germany;   but  pneca  ceutiiiuod 

at  a  very  low  luvcl  until  some  years  after  the  diaeoyery 

of  America,     After  1545  the  Peruvian  mines  poured  a 

fiood  of  silver  into  Europe,  antl  finally  prieofl  bc^iiii  to 

riie  at  a  rapid  rate.    After  1700  tlie  Hra^ilijui  g^ild  mines 

turned  out  large  quantities  of  gold,  vUile  later  Jii  tlio 

same  century  the  Mexican  mines  begau  to  ytoLd  hv^o 

amounts  of  silver     The  combined  effects  of  tUeee  dia- 

^^joveries  of  gold  and  silver  were  to  cauae  a  rise  of  prices 

^K)f  three  ar  four  huudrec^  pet  cent  bctweeu  the  yoara  li!OtJ 

^Knd  1800,     111  1843  came  the  discovery  of  gold  in  Cali- 

foroiii,  an<]  tliree  years  later  the  Australian  production 

j^became  very  large.    About  1800  the  average  annual  pro- 

luction  of  gold  was  571,000  ounces.    In  1850  it  suddenly 

increased  to  four  timea  that  amount.    By  1860  it  had  iu- 

:a&ed  to  nearly  6,500.000  ouiicesT  and  prices  had  begun 

rise  agaui  oil  over  the  world.     After  1860  the  grtld 

jrudnction  gradually  declined,  but  it  is  probable  that 

jriees  rose  at  leaat  t^'outy  per  cent  between  1850  and 

1870,     During  the  decade,  1800  to  1870,  the  production 
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of  Silver  began  to  iu<];rease,  pmticiilaii'l/  in  the  United 
States,  where  the  mmea  of  Nevada  were  being  opened. 
Prior  to  1850  the  world's  annual  production  had  never 
equaled  30,000,000  ouLcea,  but  between  1871  and  1875 
it  averaged  63,000,000  ouQceSi  Since  1875  the  eilrar  out- 
put haa  constxintljf  mcreaacd,  amounting  to  169,000,000 
ounces  in  1895.  This  is  more  tlian  five  times  the 
ftverago  annual  proditctioD  at  &ny  period  previous  to 
I960.  During  the  last  five  years  the  world's  prodnet  of 
gold  has  largely  increased.  In  1390  al)out  5,749,000 
ounces  were  produced.  For  the  year  1805  the  production 
was  about  9,68S,000  ounccB. 

§  145.  It  will  help  us  to  avoid  miflunderatAndIng  if  we 
note  that  this  explanation  of  the  relation  of  money  to 
prices  concerns  general  j>ricet,  and  explains 
uMpriceiaf   "^"'y  ^^^  well-known  fact  that  money  will 
individa^      buy  more  commodities  at  aomo  times  than  at 
others.    Independently  of  changes  in  general 
prices,  the  prices  of  wheat,  or  corn,  or  iron  may  rise  and 
fall  according  to  the  paL^ticular  conditions  of  the  demand 
for  Bucb  coniiuodilieB  and  the  eiipjily  of  tliem.     When 
general  prices  are  rlehtg,  it  ia  possible  for  the  prices  of  a 
minority  of  goods  to  fall,  on  account  of  special  causes 
affecting  their  supply  and  demand  ;  while,  in  a  period  of 
folliug  prices,  some  few  commoditiea  may  remain  station- 
ary in  price,  or  may  even  iise. 

I  146,  Eifitorically  the  earliest  ruuction  of  money  was 

ne  ronaicai  '■^  serve  as  a  mediicm  of  ezchan^e.     For  this 

otBuej.       purpose  it  originated-     But  money  has  come 

toiwrform  other  fuuctionfl.     It  eerves,  iu  the  second 
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place,  Aa  a  vulite  dtnominator,  a  commoii  deuotaiimtor  in 
which  the  exchange  valuea  [>f  other  conimoditiea  are  ex- 
pressed^ Not  iitily  comtuoditiefl,  but  uko  waged,  salaries, 
rents,  and  all  kiada  of  puhlic  and  private  pajmenta  are 
exprcBfled  in  tcrfbs  of  monej^  Tliia  function  ie  Uiatin- 
guishable  from  the  first  function  of  money.  It  baa  hap- 
pened that  one  kind  of  money  liaa  ecrved  as  a  medium 
of  exchange,  while  another  haa  aorved  oa  a  value  denom- 
inator. In  the  American  colonies  the  valaeB  of  all  com- 
moditiea  and  services  wet's  expressed  in  terma  of  English 
money  (that  is^  in  pounds,  ahUliiigs,  and  ponce),  while  the 
actual  circulating  mcJlum  wae  composed  almost  entirely 
of  5|>anish,  Portugucso,  or  Dutch  coins*  Money  which 
serves  na  a  value  denominator,  but  not  as  a  medium  of 
exchange,  ia  called  money  of  account  Cloaely  connected 
\vilh  tJiia  second  rnnction  of  money  is  u  third,  the  func- 
tion of  serving  as  a  ttandordfor  deferred  pa^/ments.  In 
renting  lands,  or  m  agreeing  to  pay  interest  and  princi- 
pal of  mortgages  or  bonds  for  a  long  period  of  time^  per- 
sona arc  couatantly  entering  iato  contracts  !iO  pay  debta 
at  future  dates.  These  long-term  contracts  may  extend 
over  i.  period  of  five,  twenty,  or  tveii  one  huLidred  year**- 
In  such  cases  money  naiially  serves  as  a  standard  for 
deferred  payments.  But  other  Gommodities  hava  been 
used.  Colleges  of  tlie  English  univerBitics,  Oxford  and 
Cambridge,  bave  for  centuries  leased  their  lands  for 
com  renta.  These  com  rente  have  vfiried  far  leea  than 
money  rents  would  have  varied  durirg  the  centuries  that 
tliey  have  heeu  in  force,  Revalutionary  changes  in  the 
value  of  money  make  it  au  imperfect  standard  for  long- 
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deferred  payments  Finally,  nmney  performs  a  fourth 
funi^tion,  that  of  serving  as  a  legal  Under  for  all  deht^» 
Hcstorkulfy,  t\\m  hns  b«en  a  function  which  governments 
have  conferred  upon  money  at  a  late  stage  in  its  develop- 
ment The  precioufl  metala  served  aB*a  mediitm  of  es- 
clian^  for  centuries  before  kgal-tencler  laws  were  even 
thought  of,  ^hile  gold  would  serve  aa  money  at  the 
present  day  even  if  all  legal-tender  laws  ebould  be  ra- 
jiealed.  Silver  also  would  clruidiLte  readily  \\\  some 
countries  without  l>oing  made  a  legal  tGnder,  but  in 
Europe  and  the  United  States  ite  uge  would  be  oonsider- 
ably  restricted.  The  wholeflflle  trade  of  civilized  coun- 
tries requires  the  use  of  gold.  The  superior  convenience 
oF  gold  for  large  poymeti6a  has  caused  the  commercial 
world  to  show  a  marked  preference  for  that  metal, 
Uulil  18fil  many  foreign  gold  and  silver  coinfl,  even  when 
onr  government  refused  to  malte  them  legnl  tender,  cir- 
culated in  the  United  States.  Certain  well  known  coins, 
Bueh  as  the  English  sovereifrn,  have  obtained  currency 
in  many  parts  of  the  world  where  tbcy  have  not  been  a 
legal  tender. 

m.    Deb£.eed  Moaer-     Gresliijn'a  Law. 


S  147.   Oovernmentd  have  often  declared  varioas  gold 

and  silver  coins  to  be  full  legal  tender  in  payment  of 
dehts-  When  this  has  been  done,  it  has 
frequently  happened  that  tlio  leqnl-tendcr 
power  of  two  different  coins  Ima  been  mede  the  samt*, 
whilo  one  coin  has  contained  metal  of  considerably 
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greater  valuo  in  thf^  bullion  market  than  the  other  Ima 
possessed.  For  inaUacc,  iu  1895  the  aveiagc  market 
value  o(  tho  Due  silver  in  one  cif  our  silver  dulEar»  wns 
about  one  twentieth  of  the  market  value  of  tlie  gold 
Ijultiozi  contahicd  in  a  ten-dollar  gold-piece,  or  eagle. 
In  other  words,  ten  silver  dollars  were  ^vaa  by  law  tbe 
Bamc  power  as  the  cagk  poascsaed  in  the  matter  of  pay- 
ing debts  ;  while  the  silver  bullion  contained  iu  them 
had  abont  one  half  the  market  ralue  of  the  gold  bullion 
contained  in  the  eagle.  Whenever  a  coin  is  given  a  legal- 
tender  power  greater  than  the  market  value  of  (he  [jnld 
or  silver  bullion  which  it  contalas^  it  becomes  a  debased 
coin.  We  )iavG  now  to  consider  the  resulta  of  giring 
equal  legal-tender  power  to  coiae  that  bave  different 
bullion  values, 

§  148.   Al  any  giren  tims  a  community  or  a  nation 
will  need  a  certain  number  of  pieces  of  money  in  order 
to  carry  on  its  exchanges  at  the   existmg  vbeqyutitj 
level  of  pricea.     Suppose  that  commodities  '^^^ 
to  tho   valuo   of    S1,OUO,000   are  produecd  "tioa*^"- 
anmially,  and  that  they  change  handa  1hroo    timca  in 
passing  from  the  produccra  to  the  consumers.     Then 
^3^000,000  of  exchanges  will  need  lo  be  effecteil  each 
jear,     Suppose  that  tbe  community  possesses  a  stock  of 
money  amounting  to  $00,000,  and  that  each  dollar  cir- 
cnktes  with  a  rapidity  aufficietit  to  cause  it  to  pass  from 
cnc  person  to  another  hfty  times  during  each  year.   Tlion 
the  stock  of  money  will  be  just  sufBcient,  during  the 
conrae  of  the  year,  to  effect  all  the  83,000,000  of  ex- 
changes ;  and  the  general   level  of  prices  for  the  year 
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will  be  one  doUar,  Now,  if  the  production  o£  com- 
modities remains  unch&Qged»  tbe  comoiunity  will  need 
860,000  of  mone/  to  tft'ect  its  exchanges  at  the  existing 
level  of  prices.  If  the  production  of  commodities  de- 
creases, less  moiie^  will  be  needed  to  msintdn  the 
eiislirg  level  of  pncQs  ;  while,  if  production  iucreaflcs, 
more  money  will  be  needed,  afieuming  in  both  caaes  that 
all  the  conditions  of  cxchfiuge  remain  the  aame. 

§  149,   Now  sLppoae  that  the  nation's  sleek  of  money 

has  consisted  hitlierto  of  gold  dollars,  eneli  of  which  boa 

^^^^^^      contained  23,22  grains  of  fine  gold.'     Sup- 

afdviuHi       pose  that  the  government  decideB  to  alloff 

any  person  to  hrinf^  371.26  grains  of  lino 

Bilker  *  to  the  mititfi,  and  to  have  this  quantity  of  silver 

converted  into  a  coin  which  la  called  a  dollar*     Suppose 

that  this  silver  dollar  is  allowed  by  law  to  have  the  samo 

power  to   pay  debts  which    the  gold  dollar  pousesses, 

whilo  the  market  value  of  the  bullion  contained  in  each 

silver  coin  is  only  one  half  aa  great  as  the  value  of  the 

bullion  contaijied  in  onch  pruld  coiii.^     Wo  Bhonld  then 

have  an  example  of  tlie  intlucuco  of  had   or   d<.'baBcd 

money  in  driving  out  good  money-     With  other  things 


^  Thin  19  tha  wvight  cf  iLe  pore  i^DQtcutii  of  the  gvld  dollar,  wbicli  ivju 
rdapd  In  thn  ValiaA  .Stat>«  from  1849  to  U&C.  If  Ut  oan  lenih  of  tUa 
vaigiit  of  rhe  pr^Eetit  eagle. 

*  Thifl  u  iho  wejp^lit  <if  Ihe  paro  onteuta  of  our  ailver  iloIUr. 

■  This  cnrreBpcjijJf-  diffMil^  In  tht  B^emge  |itU'0  of  siWer  liiiUioo  for 
}Sift.  The  rABcL^n  will  roimiihlior  itinl.  nt  any  minnpnt,  tits  market  faltiA 
cf  guld  DP  aiZvor  bullion  wiU  JepciiJ  upufi  ihe  (<(i|if>lj  of  ffithor  motaJ  ud 
tUft  Jflmand  forHKk  formoiiev  ftii'l  funisu  in  tlie  ncm,  lu  tlio  Ionic  nm, 
bowQver,  Llie  ojuket  value  uf  golil  nad  nh^ir  bullion  Milldopeud  upouthv 
miirginal  orpoTUAa  of  prodacllon. 
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it  often  h&ppenB  that  superior  commodities  drire  iu- 
ferior  oat  of  tlie  market,  but  with  legal-tender  money 
tlte  cttse  ia  different.  If  the  law  allows  the  debtor  to 
p^y  a  debt  of  ten  doUarB  with  ton  BiKcr  dollars  whose 
bultioo  value  la  only  one  half  the  biiUlou  value  of  a 
ten-dollar  gold-pieee,  many  debtors  will  make  payment 
with  the  cheaper  money.  Aa  a  rule,  the  dcartjr  money 
will  go  out  of  circulation  as  fast  aa  cheaper  money  ia 
allowed  to  take  ita  place*  Even  when  coids  are  not 
actaalty  declared  higal  tender,  the  forca  of  custom,  or 
the  ignorance  of  many  persona  concerning  the  actual 
bullion  value  of  the  coins,  may  serve  to  give  currency 
to  the  inferior  money.  It  will  then  tend  to  dinplaco 
better  money  precisely  ei^  if  it  bad  been  legal  tender. 
Econoraistfl  call  thia  principle  "Oresham's  Lnw,"  after 
8ir  Thomas  Qreshamr  who  long  ago  formulated  the 
statement  that  bad  m^mcy  ti^nda  to  drive  out  good,  but 
good  money  cannot  driv'o  ont  bad^ 

The  operation    of  Greeham's   law  does    not    depend 
neceaearily  upon  the  action  of  the  mass  of  "the  people 
in  picking  over  yanous  coins  in  order  to  Be-  muucjtIb 
lect  the  cheapest  for  the  purpose  of  paying  cr«ii*m'i 
their  dehta-     This  is  done  by  money  dealers,  i^wojome^ 
Goldstuiths    select    the    heaviest    and    moflt    vftlimble 
coins  for  the  purpose  of    melting  them  up  into  bullion. 
Bankers   and  gold   brokers  constantly  pick  o^er  gold 
money  to  secure  the  heaviest    coins   for  ehipmentfi  to 
foreign  cotmtries.     When  American  gold  coins  are  sent 
to  England,  they  paea  as  so  much  gold  bullion.    Bankers 
who  ship  bullion  naturally  select  the  heaviest  ooius  for 
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paying  foreign  debts,  an3  turn  back  mto  circulation 
those  that  have  been  worn  lighter  by  longer  use.  So 
with  ttjc  silver  dollars  in  the  case  which  we  have 
mmcd.  They  will  he  used  for  paying  domestic  debts, 
while  tJie  gold  coins,  on  account  of  their  suporior  bullion 
value,  will  be  used  in  paying  foreign  debts, 

§  150.   But  there  are  limita  to  the  power  of  inferior 

money  to  drive  out  superior-     If  there  is  a  large  amount 

unttflUQia     "^  silver  bullion  available  for  coinage  pur- 

tntiie  jKJses,  and  the  law  allows  any  amount  to  be 

CnshuD^i       brought  to  the  mints,  a  largo  number  ol 

^■^' ^         silver  dollars  will  bo  placed  in  circulation. 

In  the  bullion  market  371.26  grains  of  silver  are  worth 

only  one  half  of  23.22  grains  of  gold  ;  hut  the  law  givea 

to  the   S71.25-grain    silver    dollar  the  same  power  in 

paying  dehts  that  the  23,22'graia  gold  dollar  possesaes. 

Under  Buch   circumstances   the   gold    dollare    will    be 

melted  up  for  uae  in  the  arts,  or  will  be  shipped  to 

foreign  countries  to  pay  foreign  debts.    If  the  silver 

money  comes  into  circulation  gradually,  the  disappear- 

unee  of  gold  will  he  g rod  t ml.     But  if  every  one  knows 

tliat  an  unlimited  amount  of  silver  is  sure  to  be  put  into 

circnlatdon  in  the  near  future,  a  general  scramble  for 

gold  mny  ensue.     Many   penplc  will   hasten  to  get  as 

many  gold  dollars  as  poasiblc  while  the  supply  of  gold 

iu  circulation  holds  out,  and  the  disappearance  of  gold 

■will  lie  rapid.    The  power  of  the  inferior  money  to  dis- 

-plflce  the  superior  will  be  limiteil  hy  the  fact  that  the 

countiy  needs  $60,000  of  money  to  effect  its  exchanges 

ftt  the  existing  level  of  prices.     U  gold  doUara  disappear 
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fastor  thaa  silver  dullars  can  be  coitied  and  placed  in 
circulation,  then  tlie  slock  of  motiej  will  become  inade- 
quate and  the  value  of  raonoj  will  rise.  This  rise  in 
the  purohaaiDg  power  of  money  will  attract  some  gold 
dollars  back  iutD  circulation,  and  they  viLl  i^emain  in 
QSQ  until  new  silver  dollars  aro  reidy  to  take  their 
places.  AasumiDg  tb&t  the  nation's  demand  for  money 
remaion  unchanged,  and  tliat  the  r&,pidity  with  wliicli 
«adi  dollar  circulates  is  unaltered,  then  the  gold  coina 
could  not  all  disappear  until  ^(00,000  of  aiU'er  coins 
should  be  placed  in  circulation.  If  the  gorcrnmcnt 
should  limit  the  coinage  of  ailvcr  to  $80,000,  tlica 
$^jOfOOO  of  gold  would  disappear  from  circulatioa,  aud 
the  hation'e  stock  of  money  would  conBist  of  equal 
amounts  of  gold  nnd  stU'er.  On  (he  other  hand,  if  the 
nation  is  proapproua  and  progressive,  its  demand  for 
money  will  increaao  from  year  to  year  as  ita  volume  of 
busineBB  increases.  Suppose  it  to  need  each  year  au 
increase  of  $2,000  in  its  money  aufiply  in  order  to  trans- 
act its  increased  business  at  its  old  level  of  pricee. 
Then  two  tliousand  silver  dollars  could  be  placed  in  cir- 
culation nnuimlly  without  displacing  any  gold  m<inGy, 
Finally^  if  any  cause  should  decrease  the  amount  of 
buBiac^a  tran^^acted  in  any  year,  and  ehould  decrease  the 
nation's  demand  for  money,  a  certain  amount  of  gold 
would  disappear  from  circulation- 
It  is  important  not  to  overlook  one  poseible  result  of 
placing  debased  money  in  circulation-  The  iMdonma 
mere  threat  of  a  debasement  of  the  cur-  f"'"='"'J' 
rency  may  check    btjsiness   activity   and  diminisli  the 
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tmonnt  of  busiiu-BB  traDBQUtn^d.  Men  will  not  make 
Dontracta  for  the  future,  and  will  not  be  inclined  to 
inveat  capital  frGelj,  when  they  consider  it  probable 
that  money  will  be  debased.  When  debasement  actu- 
ally occurs,  a  busineas  piuilu  is  likely  to  enauc.  This 
greatly  contracts  the  vdurae  of  business  transacted,  and 
diminishes  the  demand  for  money.  Such  a  Icseoning  oi 
the  demand  for  a  medium  of  exchange  vill  enable  the 
cheap  dollars  to  supply  the  entire  demand  for  money 
more  quickly  tlian  would  be  poBBible  otberwiBe. 

g  161-  We  must  consider  now  the  result  of  placing 
the  inferior  silver  coins  in  circulation  side  by  side  with 
jxt^t^tx  ^^  superior  gold  coins-  If  tlie  nation's 
flecwKjfltni.  demand  for  money  remains  unchanged  at 
f  60,000.  the  result  of  placing  60,000  of  the  silver  dollars 
ii]  circulation  will  be  merely  to  drive  the  (50,000  griM 
dollars  out  of  circulation.  If  tliti  coinage  of  silver  dol- 
lars should  be  BlopEjed  at  that  point,  so  that  the  supply 
of  money  would  remain  at  #60j000,  there  would  be  no 
change  in  (he  general  level  of  prices.  The  nation's 
etock  of  money  and  its  demand  for  money  wol^ld  both 
be  unchanged,  and  general  prices  could  not  Iw  altered. 
If,  therefore,  the  supply  of  tJ^e  cheaper  silver  dollars 
should  bo  aljsolutely  limited  to  S(iO,000,  the  silver 
money  would  porform  all  the  business  of  the  nation  ha 
veil  as  the  gold;  and  tlio  purchasing  power  of  3T1.25 
grains  of  fine  Hilvcr  In  a  dollar  would  be  Iwiee  as  great 
as  the  pui-ohaeing  power  of  37L25  grains  of  silver  in 
the  form  of  bullion*  But  this  would  hold  true,  be  it 
remembered,  ^tjfe^y  upon  the  condition  that  the  coinage 
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of  Silver  dollars  slionld  bo  absolutely  limited  to  $CO,OCK), 
Aa  a  matter  oZ  fact,  there  is  very  IlUIb  likelihood  that 
the  nation  could  limit  it«  coinage  in  this  manner.  Three 
causes  would  in  all  probability  lead  to  a,ii  increaae  of 
the  silver  coinage:  — 

(a)  Tho  govornmont  could  make  a  large  profit  by 
bujing  silver  bullion,  converting  it  into  silver  dollars, 
and  using  tbeae  dollars  to  pay  debts.  Whenever  the 
sovereigns  of  Europo  debased  ~tbeir  coinagos,  this  mo* 
tivd  almost  aWays  led  them  to  continue  to  put  debuaed 
money  into  circulation  long  after  the  demand  hod  been 
satis  Ged. 

(ft)  Ovrncra  of  sUvor  mines  might  contiouolly  urge 
the  government  to  open  its  mints  to  the  free  coinage  of 
silver  dollars,  since  these  mine-owners  could,  at  f?te 
Mtarfj  carry  371,2^5  grains  of  silver  bullion  to  the  mints, 
and  have  it  coined  Into  dollars  which  would  exchange 
for  as  many  CDmmodlties  as  742.50  grains  of  silver 
bullion  would  command  in  tho  market.  In  tho  United 
States  the  owners  of  silver  mines  hovo  incessantly  urged 
Congress  to  allow  free  coinage  of  the  871.25-grain  silver 
dollar,  and  have  expended  large  sums  of  money  in  fur- 
thering political  agitjj.tinn  for  the  free  coinage  of  silver. 

(c")  In  all  countries  there  are  many  debtors  who 
would  welcome  tho  opportunity  to  pay  off  their  debts 
in  money  which  is  worth  less  than  that  in  which  the 
dt;bt3  were  contrncied.  If  the  amount  of  money  in  the 
country  should  be  increased  uiiich  beyond  ^0,000,  then 
its  purchasing  power  would  surely  begin  to  decline. 
Aa  money  becomes  less  and  less  valuable  as  compared 
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witli  cdmTno^ti^Bi  tbe  burden  of  qU  debts  is  leefi&ned 

It  is  for  tho  apimreut  interest  of  doltors,  tlicfcfoi'C,  to 
have  tJie  amount  of  monej  as  large  oa  possible.  When- 
over  coins  are  given  a  legal-tender  power  greater  than 
their  bullion  value,  then  it  is  easy  to  increase  or  inflate 
the  currency  with  cheap  money,  riurasn  nature  is 
likely  to  euccumb  to  such  a  temptation  as  cheap  money 
holds  out  to  debtors.  In  the  Ufiited  States  wo  have 
been  cursed  by  an  a^talrion  in  favor  of  clicap  money  for 
tho  last  two  centuries.  Any  one  of  tlieee  three  forces, 
Htill  more  two  of  them  combined,  would  in  many  cases 
be  siiflieient  to  cause  the  (lussage  of  laws  ojieuing  mints 
to  the  free  coinage  of  the  cheaper  money. 

Let  ne  now  trace  tho  effect  of  increasing  the  coina^ 
of  silver  dollars  beyond  60,000,  the  limit  set  by  the  real 
^  dcmanda  of  trade  at  the  old  level  of  prices* 

nauiiaof  Tt  ia  clcar  that,  if  the  number  of  eilvcr  dol- 
lars should  increase  to  70,000  within  the 
space  of  a  year,  tho  purchasing  power  of  each  coin 
vonld  tend  to  decline  ;  since  it  is  not  likely  that  the 
demand  of  any  country  for  money  could  increase  cor- 
respondingly within  a  period  of  twelve  months.  If  the 
number  of  dollars  should  increaaa  to  80»000,  the  fall  in 
the  value  ot  money  would  be  more  rapid,  and  the  rise 
of  prices  would  lie  very  marked.  Now  what  limit,  if 
any,  will  there  be  to  the  increase  of  such  a  silver  coin- 
ape  ?  Manifestly  there  will  bo  an  inducement  for  per- 
sons to  carry  silver  to  the  mints  to  be  coined  just  oa 
long  as  tbo  m'lncy  value  (that  ift»  the  purchasing  power) 
of  the  silver  dollar  remains  greater  than  tho  purchasing 
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power  of  871 -2ii  grains  of  pure  silper.  When  prices 
rise  BO  that  371^25  gi'alnB  of  Que  silver  will  purchase  no 
mui-o  commodities  when  coined  icto  a  dollar  than  it  will 
purchase  whcu  m  the  f(>rm  uf  silver  bullion,  the  coinage 
ofailvurwill  coaac.  In  other  words,  wlicu  the  puruh^ts- 
ing  power  of  a  silver  doHur  fails  to  the  level  of  the  pur- 
chasing power  of  371-!2o  graina  of  fine  silrer  bullion, 
then  there  will  he  no  Jndnceinent  for  anj  one  to  bring 
any  more  silver  to  the  mmta.  This  anioiinta  merely  to 
sayiug  that  the  money  value  and  the  hullioa  value  of 
silver  will  always  tend  to  bo  the  eanic,  wlion  people  are 
left  free  to  convert  bullion  into  coin  aud  coin  into 
bullion. 

A  ^nal  point  now  demands  ottention-  Is  it  nut  posHt- 
ble  thsxt  the  increased  demaiiid  for  silver  as  money,  Hinoe 
it  leads  to  the  conversion  of  bullion  into  T^^jinp^f 
coin,  may  diminish  the  snpply  of  silver  nuvcr DnmoD. 
bullion  and  roiee  its  mai^nal  utility  7  Manifestly  such 
a  thing  is  conceivable.  If  the  silver  mines  ahould  be- 
come eihanatcd,  or  the  prodnctioa  of  silver  should  be 
stopped,  tlien  the  conversion  of  bullion  into  coin  would 
very  rapiJly  raise  the  margiiinl  utility  of  silver  bulliom 
If  the  marginal  utility  of  the  limited  stuck  of  btilLioD 
should  increase  rapidly,  then  the  f^ll  in  the  purchasing 
power  of  the  eilver  dollar  cculd  not  bo  ao  great.  The 
fall  in  the  purchasing  power  of  the  dollar  would  be  met 
Bipoiicr  or  later  hy  the  rise  in  the  value  of  the  silver 
hullion.  Whenever  this  should  hapjfen,  equality  would 
be  restored  between  the  money  value  and  the  hullion 
value  of  wlver.     The  coinage  of  silver  would  then  ceas^ 
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and  priooa  would  riac  no  longer.  But,  on  the  otbcr 
liaud,  suppoae  that  the  production  of  silrcr  cannot  be 
limited.  Tben  the  supply  of  silver  bulHon  will  contin- 
nally  iDcrease.  H  praductlon  remain  large,  the  mar- 
ginal utility  or  silver  bullion  would  not  be  increased  by 
recflon  of  the  demoud  for  silver  aa  money.  All  would 
depend  upon  whether  the  new  demand  for  ailver  as 
mone)'  should  prove  to  bo  greater  or  leas  than  the  ad- 
ditional flupplj'  of  silver  which  could  be  put  out  of  the 
mines.  This  additional  HJ|j|jly  would  probably  be  [iro- 
duced  at  a  greater  marginal  ejpeuac  from  ores  which 
could  not  be  worked  profitably  when  the  value  of  S71,25 
Lgrains  of  bulliou  woa  only  fifty  cents.  If  the  supply 
'could  be  increased  very  largely  with  only  a  elight  in- 
oroaBO  of  the  margiiuil  expense,  then  the  coina^  of  sil- 
ver would  rapidly  become  csceesivc,  and  tbo  purchasing 
power  of  each  coin  would  fall  greatly.  If  the  marginal 
eipeiise  of  pi-oducing  the  larger  supply  increased  very 
rapidly,  the  supply  of  ailver  dollars,  hence  the  depreciap 
tion  of  each  coin,  could  not  he  so  great  In  any  case, 
the  supply  of  silver  dollars  would  increafio  until  the 
decline  in  tiie  purchasing  power  of  each  coin  should 
si&ko  the  value  of  a  dollar  equal  the  marginal  cxpetiaca 
of  production. 


TV.  Inflatiaa  utd  CoutractloiL 


r  §  153,   The  use  of  debased  coin  opens  the  door  for  a 

I  sudden  increase,  cv  inflation,  of  the  supply 

^^  of  money.     When   tho   weight  or  fineness 

^^Lc^extsting  coius  b  arbitrarily  reduced,  it  is   easy  to 
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nOroaae  thoir  number-  When  the  money  consists  of 
gold  alone,  it  is  easy  to  inflate  a  currency  by  ^TiBg 
legal-tender  power  to  silver  coiua  thct  h^vc  a  amaller 
bulMun  value  than  tha  gold  coiua.  SlmilaHj^f  if  silver  is 
tlie  standard  money,  inflation  maybe  produced  by  eir- 
culatiog  legal'tonder  gold  coIdh  whieh  liave  a  amaller 
bullion  value  than  tbe  silver  coius.  Thia  woe  attempted 
in  the  colony  o£  MasflachusottB  in  the  laet  century.  But 
if,  on  the  other  Imnd,  only  coins  of  an  equal  bullion 
Taloe  are  allowed  to  serve  as  legal  tender,  inOatiou  can- 
not take  place  unless  sudden  discoveries  of  gold  and 
Bilver,  or  improvements  in  tbe  art  of  mining,  increase 
the  anpply  of  money  faster  than  the  needs  of  trade. 
Even  when  thie  happens,  a  rise  of  prices  will  mcrense 
the  expenses  of  mining  the  precious  motaJ^,  and  will 
hare  a  tendency  ultimately  to  check  their  production. 
Evidently  tbe  difficulty  or  the  cost  of  producing  the 
precious  metals  generally  proves  a  bar  to  on  increase  of 
gold  or  silver  money  beyond  tbe  needs  of  trade.  It  is 
clear  that  any  sudden  rise  of  prices  caused  by  such  a 
rapid  inflation  will  work  injustice  in  the  case  of  all  long- 
term  contracts*  If  prices  suddenly  i-ise,  debtora^aro 
enabled  to  pay  old  debts  in  money  which  will  command 
fewer  coraniodities  than  that  in  which  tlie  debta  vere 
contracted.  Such  a  change  in  the  purcbafiiug  power  cf 
money  is  unjust  to  the  creditors, 

§  153s    On   the  other  band,   it  ia  possible  for    tbo 

world's  stock  o£  metallic  money  irrftdually 

„    ,  .  CflfitractloiL 

to  decrease*     Eacli  year  a  certain  amount 

of  coin  and  bullion  is  lost  by  accident  or  by  abrasion 
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wliilQ  in  aBG,  Now,  if  the  gold  and  silver  minee  do  not 
furniah  cin*ugh  to  jnako  good  tbia  IobHj  tho  supply  o! 
bullion  and  of  money  vill  gradually  dccrcoaCp  Beeidea 
thiajit  ia  possible  that  tlie  total  amount  of  money  needed 
by  tbe  civili^.pd  world  mcrcaBCB  in  prosperous  yeara 
Now,  if  the  mines  do  not  yield  enoiigb  gold  a.ud  silver  to 
provide  for  this  increased  demand  for  money,  aa  well  &a 
to  make  good  tbe  yearly  loss  of  tbe  precioue  metals, 
tbon  tho  supply  of  money  will  undei-go  a  relativo  do- 
crea9e>  Contraction  of  the  money  &ii]*ply  may,  there- 
fore, take  place  either  by  an  absokte  docreaBO  of  the 
atocka  of  gold  and  silv^or,  or  by  a  failure  of  the  stocka  to 
increase  as  fiiat  an  the  demand  for  money  and  bullioD 
incrensea.  Wow,  a  contraction  of  tbe  money  supply 
tends  to  lower  all  prices,  and  to  oblige  debtors  to  pay 
long-ataodiiigdobtfl  in  money  which  purcliaBcB  more  com- 
modities than  were  commanded  by  the  money  in  which  the 
debts  were  originally  contracted,  Thia  ia  exactly  as  un- 
just as  it  is  to  ehcBpeii  nioufy,  and  to  enablo  debtors  lo 
pay  debtg  wltb  money  of  inferior  purchHsing  power. 

§  154.    We  must  conclude,  therefore,  that  a  sudden 

increase  of  prices  is  unjust  to  creditors,  while  a  sudden 

ErJiiDf  fail  of  prices  is  unjust  to  the  debtors.     If 

^doMo?^  chanijca   trakc   place   slowly,   less  harm    is 

comncj.       done ;  but  it  is  hard  to  aee  how  one  party  or 

the  other  can  fail  to  stiCTer.     Recognizing  this  fact,Aome 

jM'rflons  have  proposed  tfj  maintiiin   without  cbang*'   a 

fixed  level  of  prices.    They  have  desired  to  accomplish 

tbis  by  having  governments  take  stepa  to  increase  or 

deoroaso  the  amount  of  money  in  circulation  whenever 
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^noral  pricoe  begin  to  fdl  or  to  riao.  Another  plan  is 
to  elUow  cutitracta  for  Future  paymenta  to  l>o  made  in 
unite  of  a  tabular  etandard  of  Talae.  Tbia  tabular 
atandard  would  be  fai'mL'd  bj  adding  together  (he  jjriizes 
ijf  dt-fiiilte  uiiilft  of  Q8  maiiy  articlcH  uf  CLimnion  oon- 
sumption  as  cau  be  aeL'urcd  for  the  purpose.  WbQiiev^(>r 
the  total  prioea  of  these  comciiodities  should  rise,  tlio 
money  value  of  long-term  coutrttota  would  be  increased 
accordingly ;  and  when  the  tabular  unit  should  fall,  less 
money  would  be  required  to  discharge  aucL  contracts* 
Both  of  these  plana  preaeiit  a  number  of  practical  difli- 
cultiea  which  make  them  impoaaible  of  ndoptiou  iu  the 
near  future.  There  is  at  present  no  practicable  method 
of  aTOJdlng  the  evil  effects  of  inHatiou  or  contraction. 
It  is  poaaibic,  however,  to  inalat  that  the  supply  ^f  money 
ehall  not  be  increaaed  or  decreased  in  an  arbitrary  or 
artificial  manner. 

Certjiln  forces  tend  to  diminiah  the  injiidtiee  tlono  to 
creditors  or  to  debtors  by  ehangea  in  the  value  of  money. 
It  has  been  shown  that  an  appreciation  of  ckue«iA 
money  ia  partially  offset  by  a  deoiine  in  the  "^"  *"'  *"**^ 


cat  OiOy  \i 

rate  of  interest  in  tlioao  caaea  where  the  "nctmiiiaflM, 
appreciation  ia  gradual  and  regular  enough  to  be  fore- 
seen. Ou  the  otltcr  hand,  dcj>rsoLal.iuu  of  money  leads 
to  higlier  ratea  of  interest  in  cases  where  it  cau  be  fore« 
acen.  Yet,  when  all  allowance  la  made  fur  the  mflireuce 
of  Iheae  i2bangea  in  the  rate  of  interest,  there  reruiins 
"  a  net  loaa  alternating  between  debtors  and  creditors," 
according  to  changes  iu  general  prices.^ 
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It  16  HOmetimca  said  that  it  makca  no  difference 
whether  the  amonot  of  monej  iu  a  country  is  Ijir^e  or 
Qj^^^^j,  fitnalU  If  t]je  bii|hjIj'  is  large,  jjiicea are IiigJi, 
sMeratiau.  ^ji^  jt  takcs  iDors  money  to  escliango  the 
aame  comiDtiditi^;  while  i£  tho  supply  19  &mal],  prices 
aro  lovr,  and  the  same  comoioditieB  are  trausferrod  hj 
uieaiia  of  a  emallcr  amomit  of  money.  Tlicjc  is  some 
truth  ill  tliifl  claim,  provided  that  it  ia  remembered  that 
changes  iu  the  amount  of  moiiej  are  harmful.  Also,  the 
atalement  sliouUl  be  qualilieil  by  noMcing  tliat  a  eouuLrj 
may  have,  so  little  money  thot  people  may  be  driven  to 
barter,  and  induBtriea  may  be  greatly  injured.  In  con- 
cluding this  subject,  it  viU  bo  well  to  conaidcr  certain 
otiier  effects  of  contraction  and  espanaiou. 

1-  Contraction  tends  to  depress  productiTo  industry. 
Most  dv.'bt«  are  owed  for  capita]  Ixirrowed  fur  iirc  in  pro* 
ductii'e  enterpi-ises-  The  inuiiagers  of  busineas  uitder- 
takings  form  a  moat  important  part  of  the  debtor  dosfios. 
Uott",  suppose  that  a  producer  borrova  $IC,OCO  in  order  to 
help  build  a  factory  or  to  buy  a  farm,  and  auppose  nest 
that  the  value  of  money  begins  to  increase  on  account  of. 
a  contraction  of  the  supply.  Then  prices  will  fall  as  fast 
as  the  value  of  money  rises,  and  Ihe  borrower  will  have 
tg  produce  a  much  larger  amount  of  cloth  or  farm  prod- 
uce than  would  be  necessary  otherwise  in  order  to  pay 
the  debt  of  $10,0Q0.  Uader  euch  eiroumetunces,  which 
arc  as  a  naottcr  of  fact  very  common,  fallinpr  prices  caused 
by  currency  conLraclion  have  been  well  called  a  millstone 
arounJ  the  neck  of  prod lic live  industry. 

2.   On  the  other  hand,  it   has  been  thought  that  a 
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gradual  n&e  of  prices  tent]a  not  only  to  Hghtpen  tlie  burden 
of  debts  owed  hv  producers,  but  also  to  encourage  all 
productive  induatry.  Higher  prices  mean  naoro  proB- 
perous  times  for  all  producers.  In  this  claim  one  fiict 
ifi  cTcHookcd.  Kisin^  prices  arc  sure  to  etimulatc  spec- 
ulation. If  the  rise  is  long  continued, laultitudes  of  nevr 
euteqjrises  will  be  established.  Some  of  Uiese  may  he 
uisety  [planned  and  umnuged,  aUiers  are  sum  to  be  esl.:it»- 
Uahcd  unwisely.  Many  of  them  will  he  founded  by  means 
of  borrowed  capital,  which  ih  easier  to  secnre  in  times  of 
prosperity.  Those  causes  lead  to  the  eetabliabment  of 
too  mcuiy  enterpriaca  in  sonic  lines  of  business.  Over- 
production of  such  cummoditiea  will  ensae,  and  the  piices 
of  these  paiiicular  conimoditLea  will  fall  below  a  paying 
point  Then  comes  failure  and  widespread  business 
dlBaBter^  which  may  not  be  confined  to  the  particular 
iuduetri^ft  where  over-production  occurred.  Such  reauUs 
aro  likely  to  come  about  even  when  prices  are  nob  raised 
by  means  of  an  expanding  currency.  Inflation  simply 
intensifies  forces  which  are  only  too  likely  to  come  into 
opei'&tion  without  such  a  Btimulua 

«.         V,   GoveriLmeiLt  Paper  Money. 

g  IfiS.   Government  paper  money  conaista  naually  of 
pieces  of   paper  upon  which    a  government  prints  its 
promises  to  pay.    Usually  no  time  of  payment  -  ^    ^ 
is  specified,  and  the  payment   or  ultimate  fn-enmBBi 
redemption  of  snch  notes  depends  solely  upon 
the  desire  and  ability  of   the  government  to   keep  its 
promises,     lu  a  few  cases  such  paper  has  becQ  redeemed 
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at  iU  face  value  ;  but  much  offcner  U  Las  been  repudifitcd» 
oi"  hicfl  been  redeemed  only  in  part.  In  some  eases  goT- 
ernmeat  paper  has  not  borno.upon  its  face  the  promise 
of  the  government  to  pay,  and  has  cciisieted  simplj  of 
piea'rt  of  paptr  that  the  governmL-nt  Las  deelared  to  be 
il  tender  in  the  pjijment  of  all  dihls. 
156.  Mflinfestly  it  is  very  easy  for  a  government  io 
pay  a  debt  by  iasuiug  paper  promises  to  pay,  and  such  a 
KifltwTtf  conreo  has  often  been  roBortod  to.  In  the 
J^^^I^J  United  States  the  colour  of  MasBachusetts 
UflHedsttttt.  made  an  issue  of  "bills  of  credit,*'  in  the 
year  1690»  for  the  purpose  of  pajiug  the  expenses  of  a 
iliaiiftlrous  military  ex|>editiou.  Some  years  later  other 
colonies  followed  her  lead,  and  during  the  eighteenth 
century  issues  of  blUa  of  credit  were  often  resorted  to  by 
most  of  the  colonics.  In  the  Revolutionary  War^  and 
again  in  tlic  Civil  War,  similar  issaca  were  made  by  tbo 
United  States,  It  is  evident  that  the  people  of  this 
country  Lave  had  sullicient  ei[>eneuce  with  bucL  currency 
to  enable  them  to  Icum  frum  their  own  history  how  gov- 
ernment pa^jcr  actually  works. 

§  157.    The  advocntcs  of    government  paper  money 

have  advanced  the  following  claims  in  itB  favor:  — 

Tiw  ■Tsmncnu     1.    Government    paper    is    cheaper    than 

^^^JJJ^,     gold  or  silver.     By  its  use  a  nation  saves  the 

H^er  moMj.  expense   of    procuring-  and    mnintuining  a 

stock  of  t!iQ  precious  metals.     This  is  certainly  true  so 

far  as  it  goes.     Yet  in  foreign  trade  the  precious  meta!s 

would  have  to  be  used,  aa  one  nation  does  not  accept  the 

legal-tender  paper  iaeued  by  another. 
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2.  It  18  6&id  th&t  government  paper  may  be  used  aa 
njediuin  of  cxcbange  with  perfect  safety  and  ccuveu- 
ce,  BO  bog  aa  uieana  are  taken  to  prevent  it  fmin 
ing  lasued  in  excess  of  tlie  deuiandri  of  triido.  Ooe 
erne  to  secure  eiicb  a  liiuitatioii  is  to  give  tbe  boldcra 
Bitcb  notes  the  right  to  convert  them  into  g;overnmoiit 
nda  that  bear  interest*  It  ie  said  that  so  long  aa  the 
oti]8  are  needed  in  busincaa  they  ^ill  remain  in  clrcuhi- 
ij  wiiilc  so  eooEi  as  the  amoimt  of  gt^verumoiit  p&per 
omea  too  great  and  prices  begin  to  rise,  the  note- 
holders will  begin  to  Unci  it  aJventageoiis  to  exchange 
the  notcB  for  government  bonds.  In  tliis  way  tlie  issiie 
of  paper  could  never  be  exccaBive.  In  answer  to  thia 
claim  wo  must  admit  that  such  papor  monej  could  keep 
its  vaUiu  and  need  not  depreciate  if  the  bars  to  ite  over- 
iasuo  could  be  maintained.  But  this  is  precisely  the 
trouble.  Various  causes,  which  will  be  espklned  later, 
make  it  difTicult,  if  not  imposaible,  to  enforce  any  limita- 
tion upon  the  tasuaa.  It  is  possible  to  say  that,  if  a 
nation  needs  $60,000  of  money  to  eflect  its  excbaui^ce, 
then  60,000  paper  dollai-a  may  be  uaed,  and  the  general 
level  of  prices  will  remain  at  its  funner  figure.  But  if 
il  is  practically  inipoasilile  to  limit  the  pa|)er  to  60,000 
dollara.  then  it  is  idle  to  specjlate  about  whsit  oiigbt  be 
if  tbinga  were  only  different  from  what  tbey  are. 
S.  The  leust  intelligent  advocates  of  govornmont 
per  say  that  any  kind  of  money  depends  for  ite  ex- 
istence solely  upon  the  action  of  a  government  in  declar- 
ing it  to  be  legal  tender.  Therefore,  if  a  govcmmeut 
makea  paper  a  legal  teader,  and  obliges  creditors  to  re- 
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ceire  it  in  payment  of  Uebts,  the  paper  will  be  just  08 
good  money  aa  gold  and  silver.  AH  money  eiists  by 
reaaonof  the  ^*  fiat  ^*  of  the  government;  hence,  Emything 
tl]&t  the  law  declares  to  be  money  is  jufit  as  gooil  aa 
any  other  kind  of  money.  Since  we  hpve  explained  the 
ongin  of  money,  it  is  not  necessary  to  do  more  than 
remind  the  reader  that  thia  claim  of  the  "  fiat  money  " 
odrocatcs  is  falao  iu  every  Tvay.  Gold  and  silver  w&rG 
nacd  aa  money  lenj^  before  legal-tender  laws  were  ever 
thought  of.  and  before  gOTernmentfl  even  thought  of 
coining  raoney- 

§  158.    It   1*  necesaary  to  admit  that  paper  money 
might  be  used  for  domestic  esehanges  if  only  its  quan- 
**T  ^  tity   could    be    limited-     But    the   chancca 

cQ^enuDflBi  always  are  that  such  limitations  will  not 
'"**^°  '  be  ob served.  The  same  infinencea  that  lead 
to  an  exceasive  cuinnge  of  cheap  metitllic  money  almost 
inevitably  lead  to  an  excessive  issne  of  paper.  FxrMt, 
the  needs  of  the  govemm(?nt  htg  likrly  to  increase,  and 
to  lead  to  increased  issues  of  paper  in  order  to  pay 
pubtio  expenses^  In  almost  every  case  in  our  liistory 
vhen  governments  havo  issued  paper  in  order  to  pay 
extraordinary  expenses,  ihey  have  iaancd  ultimately 
much  more  than  they  originally  intended.  Tbiis  the 
Continental  Congress  began  by  Usuing  $8,000,000  of 
paper  in  the  summer  of  1775,  but  iaaued  ^241,000,000 
before  it  ce.ieed  to  depend  upon  such  meiina.  Ssaonri, 
the  debtor  classea  are  likely  to  favor  a  large  issue  of 
paper  currency,  and  to  resort  to  poliUcal  agitation  in 
order  to  secure  it.    This  is  because  excessive  issues 
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raiao  prices  and  depreciate  the  moTiey.  Depreciated 
money  can  then  be  ueed  to  pay  otd  debts,  iind  IIjc 
burden  of  all  debts  can  bo  lightened.  In  the  United 
States  \vc  have  had  repeated  instances  of  such  agitation. 
From  1710  to  1T80  tlic  political  hiatery  of  most  of  the 
colonies  wels  blackt-Eicd  liy  the  most  bitter  contesJ.H  of 
dishonest  debtors  to  secure  an  abundance  of  cheap 
money.  Elections  often  turned  wholly  upon  this  isaue, 
and  the  lower  houses  of  the  ci>lonitil  lei^islatui'es  wore 
often  controlled  by  a  body  of  insolvent  debtors.  Since 
the  Civil  War  w©  have  had  another  nioTement  in  favor 
of  gGvernment  issues  of  paper,  and  we  lire  sLilL  in  the 
midst  of  an  agitation  in  favor  of  cheap  money.  In  the 
United  Statt-a,  as  has  been  shown  by  two  hundred  years 
of  experience,  the  danger  of  an  over-issue  of  government 
paper  would  bo  s'ttry  great.  Wise  men  will  not  rcfuBO 
to  learn  by  experience. 

Government  paper  money  may  be  viewed  aA  a  medium 
of  exchange  whose  bullion  or  commodity  value  is  notli- 
ing  but  the  insignificant  value  of  a  piece  of  juitiin- 
paper,  but  which  is  given  by  act  of  govern-  oiii«uiia». 
ment  a  considerable  legal-tender  power.  It  will  pre- 
serve its  value  as  a  medium  of  cscbfinge  only  so  long  as 
Ha  suppiy  is  limited  according  to  the  demands  of  trade. 
It  liaa  happened  that  legal-tender  paper,  when  firat  put 
into  circulation^  has  caused  no  appreciable  rise  of  prices, 
and  hiis  circulated  at  a  parity  with  gold  and  silver.  Of 
conrse  such  paper  drives  an  equal  amount  of  gold  or 
silver  out  of  circulation,  liut  specie  may  not  entirely 
disappear  until  there  is  a  Bufficient  quantity  of  paper  to 
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take  il-s  place.  It  ruay  happen^  however,  tlmt  tlie  pros* 
pcct  of  unliDiited  iBSiiea  of  paper  may  cause  a  scramble 
for  speuk,  and  may  cause  specie  to  disappear  more 
quiokly.  So  soon  aa  gold  and  silver  po  out  of  ciroula- 
tioa,  tlie  value  of  goveramcnt  paper  will  depend  eolcly 
upou  the  amouiiL  of  it  which  the  govcrumciit  decides  to 
issue.  As  fast  as  the  paper  Ijicreases  he/otid  the  needs 
of  busiress,  prices  begin  to  rise  and  the  paper  depre- 
ciates. Now  there  is  no  limit  to  the  extent  to  which  the 
depreciation  may  go.  Government  paper  lias  no  appre- 
ciable coat  of  production.  The  ^'  bullion"  or  commodity 
value  is  practioilly  nothing,  and  the  paper  money  may 
he  issued  until  it  becomes  absolutely  wortlilcsa.  When 
the  Continental  Cong;reHS  ceased  lAt^niiig  hills  of  credit, 
the  notes  were  worth  less  than  three  cents  on  the  dnllar 
It  is  important  to  uotCj  also,  thai  tins  depreciation  ts  in- 
dc^wndcnt  of  any  desire  or  ability  of  tlie  gorernment  to 
redeem  the  paper  ultimately  in  gold  or  silver-  Kven  if 
redemption  at  a  future  date  were  absolntely  certain,  the 
paper  would  depreciate  as  soon  as  it  should  be  issued 
in  excess  of  the  demands  of  trade,  Tljere  ia,  therefore, 
no  limit  to  tlie  extent  to  which  a  paper  currency  may 
tn  Dated. 

§159.  Aa  a  prcnoral  thing,  gov  or  n  men  t  paper  money 

is  not  immediately  conrcrtihio  into  coin.     The  govcrn- 

^^^^^^^^^^^     ment  may  promise  t«  pay  gold  or  silver  in 

redemption  of  the  notes,  but  tlie  fcdniliucnt 

of  tills  promise  is  almiist  always  iioBtponed 

for  a  considerable  (imi?.     TliiiR  the  United  Stiites  issned 

1-tender  uotea  in  18i32,  and  did  not  begin  to  redeem 
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them  until  1879.  The  notes  were  iaconvertible  for  all 
this  period.  Since  1879  the  United  States  has  main- 
tained in  the  Treasury  a  atock^  or  reserve,  of  gold,  with 
which  it  has  been  ready  to  redeem  the  United  States 
notes,  or  "greenbacks,"  whenever  they  have  been  pre- 
sented. The  present  "greeubacks"  are  immediately 
convertible  into  coin  upon  demand  of  the  holder,  and 
BO  differ  very  materially  from  government  paper  money 
of  tho  usual  type. 
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CHAPTER  IX. 


HOHBT  AND  CREDIT. 


Ih   Credit  and  InatrumentK  of  Credit. 


§  160,  Hitherto  it  has  been  asEumed  that  moncj  ffl 
actutLlv  used  in  effecting  every  cxL-bongc,  and  that  do 
j,,U;jitio,  other  method  esists  by  which  comrooditieB 
rtcTidii.  Qp  serricea  are  transferred.  But  tlie  com* 
mereial  world  uses  credit  as  an  instrument  for  carrying 
on  a  largo  part  of  ita  eichangee.  Credit  may  be  dO; 
fined  ae  the  power  to  scctire  commodities  oi  services  at 
the  preaent  time  in  return  for  some  efiiiivalcut  promised 
at  a  future  time-  Any  credit  transaction  mvolveB,  of 
couniOf  a  certain  amount  of  confjdence  in  the  ability  of 
the  delitor  t<)  make  the  future  payment.  Whenever  a 
peraon  can  convince  others  that  be  ia  able  to  make  bucU 
future  payraonta,  he  is  said  to  hare  credit. 

§  161.   In  moat  credit  transactions,  the  creditor  ia 

careful  to  eecure  some  written  instrument  which  will 

Ksttuiumi     aerve  as  evidence  or  proof  of  the  obligation 

an^A         °^  ^^^^  debtor  to  matte  future  payment.     A 

cnflin.  very  common  credit  transaction  is  seen  in 

the  caso  of  book  credits.     Commodities  or  servicea  are 

Bold,  and  tho  amounts  duo  arc  charged  to  the  bujera  ia 
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the  account  books  oi  the  acLers.  A 'may  buy  supplica 
to  the  amouut  of  Ji^OO  from  U,  aad  li  ma/  Luv  foi'in 
produce  to  ibe  amount  of  *150  from  A.  Then  at  the 
end  oi  the  eeaaon  A  can  simply  pay  R  $50,  and  ex* 
changes  to  the  amount  of  $-^0  will  be  settled  bj  the 
payruent  of-$5C>  in  actual  money. 

§  lti2.  A  promisaary  note  is  a  written  promise  to  pay 
upon  demand,  or  at  some  BpccJQed  time.  Such  a  note 
may  etrve  as  a  mCima  of  payment  in  several  (aipreato- 
transactionB.  Tliu  payee,  or  holder  oC  iLe  ■wj'»«»' 
note,  may,  by  writing  en  order  on  the  back  and  eigning 
his  Damoj  make  the  note  payable  to  a  third  person.  By 
indorsing  tlio  coto  iu  thia  manner,  any  holder  may  use 
it  sa  a  means  of  paying  hie  dcbta.  When  the  final 
holder  preacntfl  it  for  payment,  it  may  have  effected  a 
nnmbei'  of  exdiaagea. 

§  163.  "A  check  ia  an  order  drawn  by  an  individual 
or  company  upon  a  bank  orderiug  the  payment  of  &  cer- 
tain flwrn  of  moni?y  to  the  order  of  a  poraon 
named,  or  to  the  hearer  of  tltc  check."  A 
:heck  can  be  drawn  only  EigairiBt  a  deposit  of  money  in 
the  bank,  or  agaiuat  a  cnslit  previously  agreed  to  by  the 
banker.  Now  let  ns  nssnme  that  A  owes  B  fifty  dollars, 
that  B  owes  C  fifty  dfjllnra,  and  thnt  C  owes  D  lifty  dol- 
lara.  Aasumo  also  that  the  four  men  have  dcpositfi  at 
the  same  bank.  Then  A,  B-  and  C  may  draw  chccka  for 
lif^  dollara  payable  to  B,  G,  and  D,  res]>ectively.  In 
due  time  B,  C,  and  P  will  deposit  at  the  bank  the  ehecka 
received  from  A,  R,  and  C,  respectively.  Then  the 
banker  will  deduct  from  the  dnposita  of  A,  B,  and  C  the 
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amountB  of  the  checks  drawn  by  them,  while  Le  will 
ci'^^Jit  B,  C,  and  D  with  tite  aiuocints  of  tlie  chocks  which 
they  preseiLt.  The  net  result  will  he  that  the  deposit  of 
A  will  be  decreaaed  by  fifty  dollars,  the  depoeits  of  B 
and  0  will  remain  the  same,  while  the  deposit  cf  D  will 
be  increaaed  by  fifty  dollara.  In  this  way  the  three 
debts  may  be  paid  without  the  actual  use  of  any  money. 
Now,  if  the  four  men  have  accounts  with  different  ba.uks 
in  the  same  oily,  the  bonks  will  seftls  their  aceouuts 
with  each  other  through  a  clearing  house.  The  cus- 
tomers of  each  bank  deposit  with  it  all  cheeks  received 
by  them,  and  they  are  croditsd  with  tho  amomita  of 
money  rcpreoented  by  such  chceke.  Then  each  hauk 
takes  to  the  clearing  house  all  of  these  checks  which 
are  drawn  upon  other  banks.  At  the  clearing  house  it 
will  Und  that  other  hanks  have  reci:ived  checks  driiwn 
upon  itself.  If  a  bank  sends  to  the  clearing  houee  checks 
to  the  amount  of  ^10,000,  while  it  tinda  there  cliccks 
drawn  agniaat  iteolf  to  the  amount  of  fl2,000,  the  hank 
will  be  indebted  to  the  clearing  house  for  82»000,  which 
balance  it  will  have  to  pay  in  money*  On  the  other 
band,  if  the  checks  ilrawn  upon  this  knik  had  amounted 
to  *8,000,  the  bank  would  have  received  the  balance 
of  1(2^000  from  the  clearing  house.  In  this  miinner 
different  banks  very  conveniently  settle  all  their  mutual 
obligations  by  merely  paying  the  balances  against  them, 
or  recemng  balances  duo  them,  at  the  clearing  house. 
Banks  located  in  different  places  settle  their  acconnts 
with  almost  equal  ease.  Banks  in  country  districts  have 
agents,  or  corresponding  banks,  in  the  nearest  clearing 
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/ijuae  city,  so  that  every  clearinghouse  performs  this 

work  of  settling  accounts  for  the  banicB  of  the  adjacent 
territory.  Then  the  New  York  clearing  house  acts  as  a 
central  clearing  house  for  the  banks  of  the  entire  coun- 
try, since  every  important  city  bank  corresponds  with 
some  New  York  bank  that  is  a  member  of  the  clearing 
house-  In  1895  the  total  transactions  of  the  clearing 
houses  of  the  country  amounted  to  $51,111,691,928. 
The  New  York  clearing  house  effected  $28,264,879,126 
of  these  transactions.  The  following  diagram,  taken 
from  President  Andrews^  "  Institutes  of  Economics," 
page  152,  illustrates  the  operations  of  a  national  dear- 
ing  system:  — 


?roTldeD»  Nnr  OrliUkl  CUc«KO 

ABC     DEfQHI     JKL     UKO     P4tE 


Sui  Tnncboa 
T    0     V    W    I 


M/\l/\KN/\i/\l/\l/\J/ 

IrtNAn    3dNtt1    8dNat*l    4Ui  Mu^l    Mb  NU^    Otb  V»i'l    TUi  Ntt'J    Sth  N>1'| 
Baqk  Bu^         Bbtk  Buk  Bull  Buk  Buk  Bank 


MMnpc^lHi 


N«*  Tork  Cliulnr  BonBV  Bukl 


HuDlkannrfl 


§  164.  A  bill  of  exchange,  or  draft,  is  a  written  order 
by  which  the  person  who  draws  the  bill  orders  a  second 
person,  the  drawee,  to  pay  a  specified   sum  of  money 
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to  a  third  peracn.     Such  bille  may  be  payable  at  Bight 
or  after  a  s[jecilieil  time.     They  are  made  payable  to 
„  a  specified  persun,  but  ljy  indorsement  may 

fidtiBepud  be  traiisferret)  to  otlier  persona.     When  Una 
*'"*"'  is  done,  a  single  bill  may  servo  to  pay  sev- 

Qrol  dobte  before  tbo  drawee  is  called  upon  to  make 
filial  payment  Bunkera  are  willing  to  buy  bills  of  ex- 
change drawn  by  i^sponaible  persona  upon  their  debt<3ra. 
AIho,  tliey  are  willing  to  sell  drafts  to  persona  who  wish 
to  miike  payiuGtitB  in  distant  places.  These  drjifts  the 
bankera  draw  upon  the  banks  witli  which  they  coire- 
apotid  in  distant  citi93^  Then  the  bills  of  eztchange  and 
the  drafts  hou^lit  and  Bold  in  one  city  may  be  Bet  off 
against  bills  and  drafts  bou|*ht  and  sold  by  correspond- 
ing banks  in  other  citica.  Money  need  be  sent  from  one 
city  to  the  other  only  when  the  oijligations  iucnned  by 
one  bank  exceed  tlie  obligaliona  incurrtid  by  its  coire- 
sponding  banks.  Even  tben  ooly  the  balaaeea  need  be 
paid  by  forwarding  money. 

Foreign  bills  of  exchange  require  spociftl  oxplanation. 
Private  bank ing-lio uses  having  bi-ancliea  in  several  coun- 
Forcicnuui  triea  make  Q  budincaa  of  dealing  In  foreign 
oieicbu^.  exchange,  SncK  bankers  are  aometimes 
called  cxclmnge  brokers.  A  jierson  wbo  wishes  to  make 
any  payment  in  a  foreign  conntry  can  procui'C  frora  an 
oxehange  broker  a  draft  on  that  countryn  Men  who 
wish  to  invest  capital  in  a  foreign  country,  to  pny  for 
goods  bought  from  foreign  merchants*  or  to  travel 
abroad,  can  parchasc  sucli  drnfts  with  which  to  make 
the   necessary   payments^     Again,   aLy   merchant   wbo 
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sells  goods  to  a  forci|^  ciiBtomer  can  draw  a  bill  of 
exchaage  upon  that  customer,  and  sell  it  to  an  ex- 
change broker.  Thus  it  happenB  that  brokers  find  a 
constant  demand  for  drafts  upon  otbcr  countries,  and 
a  constant  supply  of  bills  of  exchange  offered  for  sale. 

Nour,  suppose  Uiat  the  New  York  branch  of  n  firm  of 
exchange  brokers  sells  drafts  op  London  in  the  nuiount 
of  $100,000  during  a  week,  white  ifc  buys  setuement  ctf 
bills  of  exchange  drawn  on  LondDn  to  the  lonieaei- 

ctungCD  will)* 

ainouut  of  $200,000.  Then  it  will  owe  the  omuieDie 
London  branch  of  the  firm  J100,000  for  ^^^^y- 
the  drafts*  and  will  bas-c  $200,000  owed  to  it  U  the 
London  branch  after  the  bills  of  exchange  have  been 
pi-eaented  to  the  English  merchants  for  payment.  One 
of  these  accounts  can  be  used  to  ofTset  the  other,  and  the 
accounts  of  the  two  branches  with  each  other  can  be 
settled  if  the  London  branch  merely  sends  $100,000  in 
money  to  Kew  York,  But  probably  this  will  not  be 
nocesaary.  During  the  sninc  week  the  London  branch 
of  the  firm  may  aell  drafts  and  buy  hills  on  New  York 
in  such  an  nmoimt  that  a  balance  of  $100,000  will  be 
owed  hy  the  New  York  branch.  One  of  these  balances 
will  offset  the  other,  ao  that  all  the  transactions  may  be 
Bettle(3  without  the  actual  payment  of  any  money. 

But  now  suppose  that  the  courso  of  business  is  such 
tbut  many  AmencaiiB  are  called  npon  to  make  large 
pavmenta   to   Enzliah    creditors,  while  few 
Englishmen  aro  owing  money  in  America.  o«<3*dto«n- 
Then  it  will  happen  that  the  New  York 
branch  will  he  constantly  soiling  drafto  on  London, 
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can  afford  to  pa/  for  billa  of  exchange.  The  English 
pound  sterling  16  equal  to  $4,8G6  of  our  mcney,  and  tlio 
e:s|>enae  of  paying  freight  and  inauranco  on  a  corro- 
Bpcnding  shipment  of  gold  acrosa  tlie  Atl&utic,  amounts 
Uj  iihout  tLvci  and  one  La.lf  cents.  Now,  cxchangp  brokers 
could  not  charge  mueh  more  than  ^4,865  -j'  1,025  for 
diafU  of  a  pound  sterling  on  London;  otherwise  tUa 
people  who  desiro  to  maku  paymoiite  there  would  find  it 
cheaper  to  aend  gold  than  to  hoy  "exchange  "  that  ia,  to 
buy  drafts.  Similaily  the  brokers  would  not  pay  much 
moFQ  than  $4.89  for  each  bill  of  exchange  on  London  for 
the  amn  of  a  pound  sterling,  because  it  would  be  cbeoper 
to  ship  gold  from  New  York  to  the  London  branch, 

Couversoly,  let  us  Guppose  that  busiucBs  conditions 
are  such  as  to  make  the  dcmaiid  in  England  for  ex- 
change on  Now  York  much  greater  thiiu  the 
demand  in  New  York  for  cicliange  on  Loji- 
don.  Then  the  New  York  branch  would  find  that  the 
London  branch  was  selling  many  drafts  which  were 
boing  presented  in  New  York  for  payment,  while  few 
billa  of  cschaogo  were  hting  drawn  by  London  mer- 
chants and  sent  to  New  York  for  collection.  Also  there 
would  he  little  deuiand  in  New  York  for  drafts  on 
Loudntij  but  many  billa  of  exchange  on  London  would 
be  offered  for  sale.  Then  the  managers  of  the  New 
York  braneh  would  sell  draitB  on  London  for  two  or 
throe  cents  Icbb  than  !f-L8(>6  for  each  pound  sterling, 
since  tJiis  would  be  a  cheaper  method  of  replenishing 
the  lutmey  of  that  branch  than  the  actual  shipment  of 
gold  from   London  to  New  York.     Furthermore,   the 
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price  at  which  the  New  York  hraucb  vould  Uuy  tills  ol 
excbarige  on  Lomlan  would  be  less  than  ^,8flS.  Tlie 
esceaaive  supply  of  auch  liiUa  offered  for  sale  by  Ameri- 
can creditors  would  depress  their  market  value.  The 
price  could  uot  fail  raoro  lljan  three  cents  below  $4.8tiC] 
BiDce  it  would  then  be  cheaper  for  American  creditors 
to  Instruct  tlieir  English  debtors  to  make  their  paymenta 
by  sending  g'dd.  In  these  ways  the  prices  at  which  liills 
of  exchanjs*!  eell  in  New  York,  and  tlie  prieea  at  wliidi 
drafts  on  London  cau  be  bought  will  depend  upon  the 
Btatc  of  the  exchanges  between  tlie  two  points.  The 
coat  of  shipping  gold  will  always  doterraine  the  extreme 
limits  within  winch  exchange  will  ductuate.  But  by 
meana  of  di^afts  and  bills  of  exchange,  £.ctual  shipments 
of  gold  will  be  avoided  in  most  cases  ;  so  that  the  great 
mass  of  foreign  traji^aeliona  will  Iw  settled  without  the 
use  of  money.  It  will  bo  well  to  add  here  that  the  same 
principles  which  apply  to  foreign  exchanges  apply  to 
domestic  exeban^s. 

g  HJ5.   Bank  notes  are  another  form  of  instruments 
of  credit,  and  serve  to  lessen  the  amount  of  metallic 
{B|  fi— fc        money  used  in  effecting  exchanges.    A  bank 
""^  note  ie  simply  n  promissory  note  issued  by 

a  bank,  and  is  supposed  to  be  payable  at  the  demaud  of 
any  holder.  Wben  banks  redeem  such  notes  promptly, 
bank  notes  circulate  readily  from  one  person  to  another 
payment  of  debts.  Then  they  lessen  tlie  demand  for 
letallic  money.  But  we  shall  have  to  notice  that  a 
bank  cannot  issue  fliieli  notes  safely  without  maintaining 
a  certain  **  reserve  "  of  Rpecie. 
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IL  BanfeB  as  Tnatitiitidiu  of  Credit. 

§  166.  A  bank  has  been  dcRucd  tersely  as  "  a  monii- 
factorj-  of  credit  and  a  machine  of  cidmnge."     It  ia 
imjiuiiiitil   iu   Lave:   sumo   knowledge  of  ILc    Tiia  buk< 
inanncr  in  ivlilcli  a  ijaiilc  carriea  out  ita  functions  &s  an 
uistitution  of  credit. 

§  197-  Historically  the  eat-lioet  function  esercised  bf 
banking  inetitutiona  was  that  of  recoivinp?  for  safe  keep- 
iTig  deposits  of  money  and  bullion,  liiaLmoBt  Tiiea»Mi 
all  times  such  inatitutions  bare  existed.  '"=^'^ 
Modern  banking  did  notonginatedistmctly  in  the  estab- 
lishment of  bankn  of  deposit,  but  all  modem  baulca 
esercise  the  deposit  function.  Bankers  receive  deposits, 
and  hold  them  subject  to  the  demands  of  tbo  dcpositore. 
Originally  tliej  were  paid  for  keeping  such  money  in  a 
place  of  secnrity;  now  tbcy  make  a  profit  by  investing 
the  money,  iu  some  Cfiaea  even  pnying  interest  to  deposi- 
tors. Thin  change  has  taken  place  on  account  of  the 
exercieo  by  banks  of  the  function  of  discount. 

§  168.  The  principnl  form  in  which  banks  lend  money 
at  tbo  present  day  is  tho  form  of  diaconnt.  In  bank 
discount  the  bank  dodncta  interest  on  its  -nwai-coort 
loans  at  the  time  the  money  is  borrowed^  tunciioB, 
Money  lendeni  have,  of  course^  esisled  iu  all  times  and 
places  \  but  kinking  institnttous^  because  Uiey  com- 
bine the  functions  of  deposit  and  discount,  became  the 
principal  money  lenders  of  tho  modern  world*  Tbey 
received  surplus  money  for  safe  koeping  ;  and  bo  easily 
utilized  the  Idle  moneys  of  a  community  by  loaning  them 
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to  penofta  vfc*  dair«d  b>  borrov.  I>epOBliin  «onld  nofc. 
ofcj^c*  to  bsTu^  a  banker  loul  part  of  their  depuMla  to] 
mpOHftle  penam,  K>  loo^  M  be  miikiged  the 
liai  Ib  mch  a  va^  ee  to  be  eUe  to  meet  aO  Ifaeir 
By  Dtilning  ilepoftjta  in  this  manner,  benken  coaldj 
aJTortl  to  receive  deposits  vithout  chv^  for  keepbif. 
tbem  in  Bafetj,  and  in  some  caies  could  offer  interceft 
tm  an  indaccment  for  people  to  deponi  iDonej^  vhich 
coald  be  losned  at  a  bighcr  rate  of  mtei«st- 

}]6d«   In  combining  the  ftmctions  of  deposit  and  dla- 
Cdtnt  tha  bank  becomca  distinctirelr  a  *^  manufactoiT  of 
___  credit"     Sappose  a  banker  to  start  in  bnfli- 

tftukiM  i>CM  with  a  capital  of  160,000,  and  suppose 
that  lie  receiree  deposite  from  two  hundred 
ctmlomcni.  Flifl  capital  aen^s  as  a  guarantee  for  tlie 
■flfety  of  th^ae  deposlLa.  N'ov,  some  of  the  dep<»itur3 
▼ill  continually  draw  out  a  portion  of  their  depoeiu, 
while  others  vill  increase  theirs.  As  a  result,  th€  banker 
rinds  that  ho  has  usually  about  $100,(JOO  left  iu  his 
keeping.  He  concludes  that  hiscuetcmcr?  have  about 
that  amount  of  idle  capital  which  they  will  prefer  to 
]ea.ve  on  depoalt  uh  Inng^  as  tliey  have  canfiJeucc  iu  liiS 
honesty  and  buainefls  ability.  He  coDchides  that,  since 
he  always  has  on  his  hands  about  $100,000  of  deposits, 
and  t^OfOOO  of  hia  own  capital,  ho  can  safely  lend  the 
larf^er  part  of  these  eums  ta  reliable  |>crBona  wlio  can 
fumirtli  aJcquate  eicurity.  Now,  the  persona  who  bor- 
row money  may  prcfei-  to  leave  the  money  borrowed  on 
dcpoult  wilh  the  ImiikcrT subject  to  their  drafts  by  check* 
if  this  occurs,  a  bunk  creatos  a  dopo»(it  when  it  makes  a 
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loan.    The  depoeits  in  banks  regolarlj  increase  when 
their  loans  and  discounts  are  increased,  and  vicf^verta. 

After  receiving  $100,000  of  deposits,  the  iMaiiM 
accounts  of  the  banker  would  be  as  follows :    ■»""***•■■■ 

LlABIUTIU,  RbBOUBCBO. 

CftplUl  .    .    .     $GOfiOO  Gtth      .    .     .    9150,000 

DepodtB     .    .    100/)00 


flHMWO  flGD^OOO 

Now  suppose  that  the  banker  lends  to  fifty  customers 
9100,000  for  ninety  days  at  six  per  cent  interest.  Then 
he  will  deduct  $1,500  for  interest,  and  credit  the  bor- 
rowers with  deposits  to  the  amount  of  $98,fi00.  His 
account  will  now  stand  as  follows  :  — 

LlABIUTIM.  BB»OmOB8- 

CapiUl.     .     ,    *    160,000        Cuh 1160,000 

DepoBEti     .    .    .     106,600        Louu  Ukd  diKonnti  .      100,000 
Proflti   ....        1,600 

9260,000  '|fi«),00d 

Suppose  next  that  various  depositors  draw  out 
$50,000.     Then  the  accounts  of  the  bank  will  stand  aa 

follows :  — 

LiiBtLJTiBi.  BaioracBS. 

Capital  ....    f60,000  CAth |100,ODO 

Depoiit*    .     .     .     14B,5O0  Loam  «ad  dboraoU  ,       IQD.OOO 
ProflU   ....        1,600 


f200,000  1200,000 

Now  the  banker  may   conclude  that  he  can  safely 
increase  his  discounts  by  $80,000.     If  he  lends  $80,000 
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for  ninety  days  at  six  per  cent  intereaf ,  auci  tlie  bor- 
rowen*  draw  out  vu\y  half  vt  Ihe  |!T8.900  with  winch 
they  are  credited  after  Rl,200  has  l>een  de<Jueied  for 
interest,  the  acconnt^  of  the  bank  will  stand  aa  follows  : 


LlABrMTlRB- 


^ 


DepoaiC* 
Fraflu  . 


1B7J)00 

a,7oo 


ElBBOtjJiOKe. 

Cuh m,6oa 


t210,d00 


We  may  sumraarize  these  tranaactions  in  a  few  words. 
The  banker  used  tho  f  100^000  originally  loft  on  dopoait 
wiiii  him,  and  the  $50,000  which  be  hud  for  IiIb  ori^'inal 
C£i|iitQl,  as  a  reserve  on  the  basis  of  which  ho  incurred 
liabilities  for  $177,300  advanced  to  borrowers  in  the 
form  of  loans  and  disconnta.  He  now  owes  dcpc^si^ 
tors  $187,900,  and  haa  a  cash  reserve  of  «nly  fl(60,fj00. 
Manifestly,  if  all  of  hia  depositors  should  demand  pay- 
mont  at  once,  lie  wonld  luvf*  to  fail,  On  the  other  hand, 
at  the  end  of  ninety  days  ho  will  rccoivo  flSO.OOO  in 
payment  of  the  notes  that  ho  has  discounted.  Ho  will 
then  bo  able  to  pay  hia  depositors  in  full,  besides  having 
back  his  capital  of  ^50,000  and  profits  of  ^2,700  from 
his  btjainesB.  How  is  he  able  to  keep  bis  depoaitora  from 
demanding  all  their  deposits  atone  time?  Simply  by 
using  his  credit  cnrofully.  He  is  careful  to  ascertain 
just  how  mneb  money  hia  cuatomera  prefer  to  leave  con- 
tiimnlly  on  deposit  with  him,  ho  confines  his  loans  and 
discounts  within  the  limits  set  by  the  probable  demands 
of  hjB  depoBitorSj  and  he  lends  money  only  to  responsible 
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persons  who  am  furniBli  atlequate  socuntj.  Long  expe- 
rience ha-fi  shown  tliat  a  resei'vt  of  from  fifteen  to  twenty- 
(ive  per  cent  of  the  depoaits  is  sufficient  to  meet  all 
demande  which  depoeitore  are  likely  to  make  at  one 
timo. 

§  170.  Depoftit  and  discount  are  the  general  and 
ueceaaary  functions  which  an  inBtitution  must  ezcrciflfi 
in  order  to  he  a  hauk»  B»it  hanklnc  uistitji-  ^^  ^ 
tionB  perfoi'm  s  iiuinber  of  uther  functions  uqeu.  note- 
of  which  we  shall  discuss  oua  only.  la  some 
couutrics  bauka  have  hiLd  the  privilege  of  iBBuin^z  bank 
notCB.  We  havo  seen  that  these  arc  simply  the  banks' 
promises  to  pay  money  on  the  demand  of  the  holdei^. 
It  remains  to  show  that  they  are  exactly  sintilar  to  hank 
deposits  so  fiir  as  they  affect  the  fumnoial  coitdltion  of 
tho  bank.  If,  in  the  case  we  have  Bupposed.  the  banker 
had  paid  out  120,000  of  his  notes  to  his  depositors  when 
they  deman^led  money,  he  would  haTo  avoided  paying 
out  $20,000  of  cash ;  and  would  have  incurred  habilitics 
of  120,000  for  the  notes  outstanding-  Then  hU  accounts 
would  have  stood  oa  follows ;  — 


LllGILlTIU. 

Chpitiil  ....  $^,000 
l)epoBi[ft  .  .  ,  ]P7,000 
Nfllea  ooiBtaQdine    £e,*>00 

Praaii  .    .   .  ajoo 

$260,000 


E  ESQ  USD  EH. 

Caih SSO,000 

LoMU  Biui  diicguitt     .     ISO/KM 


(200,600 


Tf  batik  notes  are  to  be  kept  strictly  convertible  into 
coin  at  tlie  demand  of  tha  holder,  it  la  necesBary  at  the 
very  least  that  banks  should  keep  on  hand  a  reserve  of 
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iXDoney  adequate  Co  redeem  all  noka  preaentcd  for  rc- 
dempdon.  la  tbia  cotititry  much  stricter  meafiureii  have 
been  t;Ucea. 

in  AdTuitagM  ftDd  DifiOdrajitagefi  of  Credit. 

§  ITl.    Credit  bos   many   advaatagca,  of  vhich  the 
juvtautMor  f<^Uowing  cro  the  moat  important:  — 
*™"'"  1.    It  economizes  the  eapply  of  gold  and 

ailver.  iVobably  one  half  of  the  eicbangea  of  moderu 
civilised  nations  is  carried  on  tlirough  ihe  means  of 
inatrumenU  of  credit.  Moreover,  pajmenU  of  large 
Bums  of  moTiey  and  j^ajmenta  between  distant  plaeea 
could  not  be  made  conFenienlly  in  anj  other  way, 

S.  Credit  enables  amuU  flums  of  inr>ney  to  be  accu- 
mulated by  banks^  and  tlie  large  capitals  thus  gathered 
to  be  used  in  productive  indiiatry. 

S.  Credit  tends  to  place  the  capital  of  a  communitj 
at  the  disposal  of  men  who  are  able  to  employ  it  moit 
productively.  Under  normal  ooniitious  tha  man  who  can 
employ  capital  most  cHicieutly  iatho  man  who  can  afford 
to  pay  the  highost  ratoB  of  intofoet,  —  tlio  man,  therefore, 
who  will  probably  be  best  able  to  secure  loans. 

g  172.  On  the  other  hand,  credit  has  certain  disad- 
rantaiges^ 

1.    It  leads  to  indebtedness  on  the  part  of  the  poor 

for  the  noccssitfcB  of  life,  and  often  encourages  eitrft-va- 

DiHUvuuea  S^^J'^o  "1  ct*nflumption.     When  money  is  bor- 

(ricreoit.         rowed  for  purposL's  of  personal  consumption, 

and  not  for  prodactiro  cutcrpriscs^  credit  may  be  au 

evil. 
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2.  It  enables  doubtful  enterpEUiea  to  be  eatablialied 
with  borrowed  inone^.  This  liaa  been  particularly  true 
iu  the  caae  of  railrnadi*,  Riiacally  or  iiici^mpetent  man- 
agers of  such  enterprises  borrow  money  with  too  much 
ease  from  people  who  know  very  little  about  thoir 
inTeetmonta^ 

3.  Credit  promotes  speculation,  and  sometimcH  leads 
to  a  too  rapid  growth  of  certain  Ihica  of  lEiduAtrv,  Wliun 
tlna  happens,  abualuess  panic  may  be  csuaed  through  the 
failure  of  such  speculative  enterprises, 

IV.  Territori&l  Piatributioa  of  the  Precioofl  UetKh. 


g  17^.    Wo  hare  accn  that  gold  ond  silver,  the  monej 
mctalfi,  arc  in  genera]  demand  (he  world  over.     Geld  uud 
silver  bullion  may  be  sold  in  all  countries  as  coeni 
nseful  coinroodiries  ;  while  either  gold  coins  ^^^^^ 
or  silver  coins,  and  aoraetimea  both,  can  be  meiaii. 
used  in  paying  for  purchased  commodities.    As  a  medium 
for  the  pajic^at  of  di^bts,  gold  baa  been  given  decided 
prefereoce  by  the  commercial  world  within  recent  years  ; 
but    silver    is   still    iu    general    demand    aa   a  useful 
cominuiliLy, 

g  174.   Whenever,  for  any  reason,  the  supply  of  the 
money  metals  Increases  in  any  region,  the  coinage  of 
money  will  iuerease  and  the  money  fin p ply  Gold  and  lUTer 
will  become  larger*     This  must  happen  be-  di"tricnt« 
cause,  otherwise,  the   jncreasing  supply  of  ctuocHUi 
bullion  would  lower  the  valire  of  each  unit  ""'*•■ 
below  the  valui?  of  coins  containing  (he  same  amount  of 
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gnid  and  silver,  aometliing'  whtch  cannot  take  pince  nn 
long  aa  people  are  allowgd  to  take  bullion  to  tlie  mmte 
ft>p  coinage.  Now,  as  the  increased  supplioe  of  gold  and 
ailror  got  into  cireclotion  as  monoy,  prices  will  tend  to 
riao-  When  such  a  rise  takes  place,  more  com  modi  (ics 
win  be  imported  from  other  countries  for  sale  at  the 
higher  level  of  pnees.  On  the  other  hand  esporta  will 
hrgin  Ui  df[!rease,  }>ficausc  rising  prices  will  Increase  the 
mDnej  cost  of  production  and  will  prevent  some  ei 
portci's  from  eoinpetin^^  in  foreign  markcta.  Hence  tlio 
riao  of  priecs  will  iucroaso  imports  and  decreaso  exports, 
until  finally  imports  csceed  osporta  very  greatly.  Then 
tlie  large  escefls  of  imports  cannot  be  paid  for  by  hills  of 
exchange  drawn  agaiuat  sales  of  exports^  but  payment 
must  he  made  hy  exporting  gold  or  aih'er,  as  the  case 
may  bo.  ThlB  eiportntion  of  gold  or  siker  cannot  con- 
tinue indefinitely.  As  tiic  supply  of  precious  metals 
begins  to  decroaso  on  account  of  continued  exportation, 
prices  will  begin  to  fall.  Such  a  fall  in  prices  will  cut 
off  imports  and  Increase  exports,  until  tl*e  former  no 
longer  exceed  the  latter-  Then  the  drain  of  gold  and 
nlyer  will  cease  autinmatically.  It  is  clear,  then,  that 
high  pricea  tend  to  lead  to  esportntion  of  gold  and  sil- 
ver, while  low  prices  tend  tc  cheek  Bucb  exportation  of 
tho  precious  metals.  If  prices  fall  far  enough,  exports 
will  he  greatly  increased,  imports  will  he  greatly  dc- 
creas^ed,  jind  gold  and  HiUer  will  i\m\-  into  the  cotiatiy 
to  pay  for  the  excess  of  exports  sold  to  foreigners.  It 
appears,  therefore,  that  money  tends  automatically  to 
move  away  from  any  region  whore  It  becomes  cheap  on 
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accouut  of  bigli  pnces,  and  to  more  toward   regioua 
whero  it  is  dcoror  on  account  of  lower  priceB. 

§  176.   Since  the  precious  motala  tond  to  flow  away 
from  coTintriefl  where  pricea  are  liigh,  and  toward  coun- 
triea   wbero   tliey  are  low,  it  follows  tliat  ReiAtivedit- 
there    is    a    conslant     tendencj    toward    an   ^^^  ^^  ,^_ 
equalization  of  peneral    levels  of  prices  in  ^^j,^^^^ 
all    coanlrieBp      The   purchasiug  power  of  wuntiica. 
money  cannot   remain   permancntl}'  very  much  higher 
in  one  country  than  it  is  in  others.     Each  coujitry  will 
need  a  certain  amount  of  money  in  order  to  effect  Ita 
exchanges  al  the  same  level  of  general  |)riues  that  pre- 
vails in  other  coontries-     If  any  country  has  lees  IhaJi 
the  amount  needed  for  that  purpose,  priecs  will  fall  in 
that  country,  and  gold    or  Eilvor  will    begin   to   movo 
thither.     Conversely^  If  any  nation  has  more  than  thia 
amount,  prices  will   riae,  and  the  money  metals  will 
fiow  elsewJiere.     It  follows,  therefore,  that  the  world'fl 
stock  nf  the  precious  metals  will  couRtanlly  tend  to  be 
diBtribut<?d  among  different  etuiutries  In  proportion  to 
their  relative  demands  for  the  money  needed  in  order  to 
maintain  the  same  general  level  of  prieos, 

§  176.   Most  of  the  ?rcat  nntiona  of  the  world  do  not 
produce  large  qtiantitiea  of  gold  and  silver.     In  the  few 
countries  where  large  amounts  of  the  money  siiuationrf 
metals  ai-c  produced^  thprt^  is  a  constant  ten-  proioce  uw 
dency  for  tlie  value  of  go7d  and  silver  to  fall,  "™*'  "=*^' 
This  menus,  of  coarfie,a  somewhat  higher  level  of  prices, 
an  excess  of  imports  over  exports,  and  a  constant  expor- 
tation of  the  precious  metals.    The  result  la  that  gold 
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and  Bilver  tend  to  move  aw&y  from  tho  countries  where 
they  are  prodnccd,  and  toward  couDtrica  whei-e  their 
v&lue  is  Lot  continually  Iesa<mcd  tlirou^li  il  large  pro- 
duction/ Of  the  *2.OQ0,000,O00  <jf  gold  inJueJ  m  tlie 
United  States  stuce  1843  leaa  than  une  third  oi'  one 
fourth  remainB  lo  circulHtioa  in  the  countr}"  at  the 
prcfiont  day.  The  same  ia  true  oi  dl  the  other  goJd  or 
Bilvor  producing  countries. 

T.  Simuxiarj  of  the  Thoory  of  Uo&ey. 

§  177.    We  have  seen  that,  oHginaUj,  raonej  was  any 
Gominodltj    which    acquired   such    uniTefBal   exchaiige- 
.^pjj^  ^         ability  as  to  IH  it  to  serve  qb  a  medium  of 
■""^'         eschan(?e;  and  that  gold  and  silver  gradu- 
ally displaced  all  other  commodities  in  this   fuLclion. 
In  course  ol  time,  bills  of  exch^ge,  chccka^  bank  notcs^ 
and  government  pa[)er  money  were  used  as  meaiiB  of 
paying  debts.     We   saw   that    bills    of    exchange  and 
checks  can  be  safely  utilized  in  payment  for  commodi- 
ties and  servicca.     Bank  notes  are  merely  promiBca  to 
pay  money,  and  arc  safe  only  &o  long  as  bankers  are 
obliged  to  keep   them   strictly  convertible  into  money. 
Oovernmcnt  paper  is  generally  a  dangerous  medium  of 
BKchange,  and  nan  be  [J8t?d  safely  only  under  the  strict- 
est provisions  for  keeping  the  notes  at  a  parity  with 
gold  or  silver.     It  appears,  then,  that  all  these  forma 
of  so   Galled  ^' credit  money  "  are  hosed  upon  promises 
I      or  obligations  to  pay  gold  and  silver;  and   that  thoy 
^^Bbccome   exceedingly  harmful  as  aeon  as  they  cease  to 
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money.  Standard  coihb  of  gold  or  silver  cannot  be 
Brtificiallj'  and  arbitrarily  inurfased  or  decreased,  and 
they  are  accepted  aa  fmal  payment  for  debts.  They 
are,  therefure,  tho  only  perfect  form  of  moEey,  All 
other  InstrumentB  of  exchange  are  more  or  Iobb  imper- 
fect, and  maintain  their  credit  and  acceptability  only  aa 
they  aro  fioally  convertille  into  perfect  money.  We 
may  call  all  such  media  of  ext^liange  **  representative 
money/*  while  reserving  to  gold  and  silver  alone  tite 
name  of  money  proper.  In  common  usage  all  media 
of  exchange  are  epokou  of  aa  money,  and  there  ie  no 
harm  in  this  so  long  oa  ouc  takes  care  to  distinguish 
money  proper  from  representative  money. 

§  178i   In  diECUHaiug  the  value  of  metallic  m.oiiey,  ve 
asBumed  tliat  all  excliang(.'H  are  effected  Bolely  by  means 
of  money.     But  we  hiive  now  seen  timt  a  ,^        ^ 
very  large  part  of  the  husinesB  of  the  world  ereaituwii 
(perhaps  even  more   than  fiixty  per  cent) 
is  carried  on   without  tbe  actual  use  of  anything  bat 
inatrumenta  of  credit.     How  does  this  fact  affect  our 
coEcluaion  that  tbe  value  of  metallic  money  is  detef 
mined  primarlii/  by  the  demand  for  Bucb  money  and 
the  supply,  while  tlje  cost  of  prodiicHofi  esereiBea  an 
ultimate  influence  7     It  merely  obligee  us  to  take  account 
of  the  influence  of  InHtrumenta  of  credit  in  determiuing 
the  demand  for  gold  and  ailver  and  the  effective  supply 
of  such  money- 

5  179-  In  the  words  of  Mr.  Mill,  credit  **  U  purchas- 
ing power;  and  a  person  wlio,  having  credit,  avails 
himself  of  it  iii  the  purchase  of  goods,  ereatcs  just  oa 
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muclk  demand  for  the  goods,  and  teada  quilt?  ns  much 
to  raise  their  price,  sia  if  he  ma^^e  an  equal  nmount  of 
TfceBHKTii     P"^<^hase9  with  ready  money."     A  bill   of 
effecaoi        exchange  or  check  or  bank  nolo  or  book 
ci'cdit  is  an  iaati-umentalitj'  by  moaiiB  of  which 
there  ifl  carried  on  a  credit  transaction  that  increnses 
the  demand  for  commodities.     Therefore  the  total  de- 
mand of  a  coniniiiuUy  fur  commodities  depends  upant 
fifst,  the  volume  of  money,  second,  the  number  of  ci'ediL 
tranaactiouB,  or  the  volume  of  credit-     Any  cause  that 
contracts  or  expanda  the  volmnQ  of  credit  will  surely 
teml    to    lower    or    to    raise    prices    of    CDuimoditiea. 
Tho  limit   to  which  credit  may  be  cxtciulcd   depends 
largely  upon  the  confidence  of  Lnveators  and  possilile 
credilors  that  business  pro9|(enty  will  enable  debtors  to 
make  repayment,  and  upon  euniideiiee  that  publit;  and 
private   lioneaty  will  enforce  the  fulfillment  of  lawful 
obligations.     It  ta  truthfully   said,  therefore,  that  the 
basis  of  modem  business   is  conjidence.     Without  the 
confidence  upon  which  credit  ia  built  up,  probably  sixty 
per  cent  of  the  transactions  of  the  modern  buHincwa  world 
would  be  impoaj*ibloH     In  times  of  commercial  criBes, 
Ihe  visible  cause  of  disaster  is  a  violent  contraction  of 
credit  which  greatly  lessens  the  demand  for  commodi- 
ties, and  leads  to  a  sharp  fall  of  prices. 
§180.    Credit  transactions  are  all  alike  in  that  they 
Detdiiedcx-     furnish  means  of  piivment  tti  pureluiserfl  who 
^*Mtioaof     i^gip^  ^Q  increaao  the  dc^raand  for  commodi- 
(tcrrtii-         tiea.     But  they  differ  in  tha  exact  manner 
ia  which  they  accomplish  this  result. 
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1.  Book  credits,  bills  o£  exchange,  and  promissory 
notes  mcrelj  serve  to  effect  a  large  numlH-r  of  ei- 
cLanges  without  the  use  of  money.  The/  diminish 
the  amount  of  metallic  money  needed  to  effect  the  ex' 
changes  of  a  ct>mnnmity  or  a  nation.  They  may  be  con- 
sidei'ed  cither  to  increase  the  amount  of  the  medium  used 
for  Gxchai^gei  or  to  decrease  the  demand  for  metallic 
money, 

2,  Cheeks  can  he  used  only  by  persons  who  have 
(jlaims  on  bankers  for  certain  sums  of  money.  In  order 
to  meet  such  claims  of  depcfiitors,  bankers  have  to  keep 
a  ccrtflin  reserve  of  aetual  money.  So  also  with  bank 
notes.  Tboy  must  be  issued  iv^^ainat  a  reserve  suftieiout 
to  insure  their  convertibility  into  coin.  Dank  reserrea 
are  used  as  the  basis  for  the  issue  of  a  much  krgep, 
amount  of  rcpresenlenve  money  in  the  form  of  checka 
and  bank  notes.  Each  coin  of  the  refierve  enables  many 
more  exehanjrea  to  be  carried  on  than  could  be  effected 
if  the  coin  were  itself  in  circulation.  Checks  and  bank 
notes,  therefore,  merely  incrcaae  the  efficiency  of  a 
^ren  number  of  coins,  find  virtually  increase  the  supply 
of  mctallLc  money  to  that  e?ttent. 

8.  The  lute  President  Walker  summed  the  matter 
up  as  follows:  "While  thus,  through  the  operation  of 
llie  Credit  System,  the  occaaion  for  th0  nae  of  money 
is  largely  reduce'.!  in  modern  industrial  society,  and  thus 
the  demand  for  moocy  is  diminished,  the  efficiency  of  u 
given  liody  of  money  ie  continually  being  heightened  by 
improvements  in  the  art  of  bunking,  and  thus  the  supply 
of  money  ls  practically  increast^d,'* 
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§  18tp    Uiidtr    modem    coniJitions,    metallic    monej 
serves,  (1)    as  a  medium  of  exchange  in  those  trana- 
Crtdit  limiiea  actiora  where  credit  instrumentB  cannot  bo 
Y^'uST       '^s^*^»  ^^  ^^s  "*^t  uBed  ;  (2)  aa  a  reservo  for 
wojaj.  the  circulation  of  roproscntativo   or  credit 

money.  But  the  amount  o£  repreaentJitive  money  that 
can  be  issued  against  a  detiuite  reserve  la  quite  strictly 
limited,  and  cannot  be  increused  safely  beyond  a  certain 
point.  FTence  it  can  be  stated  tJLat,  as  the  volume  of 
metatlic  money  increases,  there  may  be  a  considerable 
increase  in  the  volume  of  repreBontative  money ;  and 
conversely.  In  the  case  of  book  credits  and  bills  of 
exchange  used  to  pay  debtB,  there  may  be  no  such  nar- 
row limita  to  the  increase  of  credit  iustruments.  Yet 
die  habits  and  business  customs  of  a  ]>eople  set  final 
bounds  to  tlie  increase  of  such  credit  transactions.  We 
conclude,  tlierefore,  that  modern  business  needs  a  larQ;9 
amount  of  metallic  money  for  a  medium  of  exchange; 
and  that  the  volume  of  credit  lb,  at  any  time,  limited  by 
the  Tolitmo  of  metallic  money  available  for  use  aa  a 
rcserTe. 

§  132-  The  geuei-al  level  of  prices  depends,  tberefore, 
Upon  the  value  of  metallic  money.  The  value  of  metallic 
money  depends  primarily  upon  the  demand^ 
as  decreased  by  the  use  of  credit  substitulea,^ 
and  upon  the  supply,  as  ind'cased  by  the  heightened 
efficiency  of  money  when  it  is  used  as  a  reserve  for  the 
circulation  of  chocks  and  bank  notes*     The  money  value 

'  It  in»T  bfl  well  to  prrftit  ont  thnl  baMef  bu  tha  sams  effect  ai  cwdU 
in  rllTDiuisbiiki;  tho  damaud  fur  otwt^j- 
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and  the  bullion  value  of  gold  and  ailver  will  always  be 
the  same  when  free  coinage  ie  allowed.  Ultimately,  the 
cost  of  production  must  exercise  an  influence  upon  the 
supply  of  the  precious  metals ;  and  will,  in  the  long  run, 
tend  to  make  their  value  approximate  the  cost  of  produc- 
ing the  marginal  portion  of  the  supply. 
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CHAPTER  X- 

KONETARY   IIiaTORT   OF  TUE   UNITED  ETATE3, 
BIUETAIXISU. 


I.   Monetary  History  of  tlia  0itited  Statefl. 

5  183.  In  1792  Coiigresa  esUhlislieil  a.  national  coin- 
Bge.  Silver  and  gold  coins  were  made  legal  tender  at  n 
Coincairamj  1*^*^0  ^^  fifteen  grains  of  silver  1!or  one  grain 
'"*"'**■'  of  gold.  Soon  afterward  silver  cbeapened 
BO  that  15.61  grains  were  required  in  the  bullion  market 
to  purchoae  quq  grain  of  goldn  As  a  result,  gold  vent 
out  of  circulation;  and  tlie  rountry  waa  thrown  upon 
B  silver  basitt.  In  18S4  and  1837  Congreaa  clmnged  the 
legal  ratio  of  tLe  two  metals  by  reducing  the  fine  con* 
tenta  of  the  gold  coiiiB*  The  sikcr  dollar  wiis  given  a 
gross  weight  of  412.6  grnins,  and  pure  contents  of  371.25 
grains.  The  gold  eagle  was  reduced  to  pure  contents  of 
S32.2  grains,  and  to  a  gri>9H  weight  of  2.^3  grains.  Tins 
gate  a  legal  ratio  of  371  .^rj  grains  of  silver  for  2B-22 
graicB  of  gold,  or  15.^88  to  1,  The  weights  of  the  coins, 
Iionce  the  legal  ratio,  have  remainc-d  unchanged  ainee 

8J837,  This  new  ratio  of  nearly  16  to  1  overvalued  gold 
flo  dccidedlj  that  silver  coins  began  to  disappear  from  cir- 
culation. In  1850  the  silver  dollar  was  worth  $1,02  m 
jpld,  and  had  entirely  disappeared  from  use.     Three 
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years  later  the  diacovGryof  gold  in  California  cheapened 
gold  still  morCi  bo  that  Congrcc^  bad  to  dcboac  the  frac- 
tional eilrer  coins  in  order  to  prevent  tlicm  from  being 
Dielttid  up  ajid  aold  for  bullion.  Our  Bmall  silver  coins 
have  Ucen  debased  ever  since.  Tlie  Icgislatitin  of  1884 
and  1S37  tlirow  tlie  United  States  u[>on  a  gold  ba^is. 
Tb3  gold  dollar  was  the  eole  standard  of  value  in  pnio- 
tical  uflo  after  1834, 

§  184.  In  ld6'J  Congress  isBued  legal-t^ndcr  paper 
money,  after  nnwiae  actnoo  by  the  Treasury  Department 
had  farced  the  hanks  of  the  country  to  bus-  TUcwa- 
perid  specie  paymenta,  that  is,  to  refuse  to  ^•ckioiiBa, 
meet  their  obligations  in  coin.  These  United  States 
uotee,  or  ^  greenbacks  "  immediately  depreciated.  Gold 
went  out  of  circulatLon,  and  could  be  secured  only  by 
paying  a  premium.  Paper  money  or  currency  prices 
rose  as  fast  as  the  greenbacks  depreciated.  In  1864 
each  note  was  worth  only  49  per  cent  of  ita  face  value. 
Tlie  United  States  had  the  privilege  of  pacing  higher 
prices  for  everything  that  it  bought,  so  that  the  cost  of 
the  Civil  TVar  was  fully  one  billion  dollars  more  thaa  it 
would  havo  bocn  othorwiee.  In  1876  Congroaa  author- 
ized the  Secretary  of  the  Treasury  to  soil  honde  in  order 
to  procure  enougli  gold  to  enable  him  to  begin  to  redeem 
the  greenbacks  in  coin  aFter  January  1, 1879.  In  1878 
Congress  decided  to  leave  #346,000,000  *if  greenbacks  in 
circu[s.tion,  and  directed  that  the  notes  should  he  reissued 
from  the  Treasury  whenever  they  should  bo  redeemed  or 
paid  in  for  tascs-  The  greenbacks,  therefore,  still  cir- 
culate, aad  the  govcmment  endeavors  to  maintain  a 
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reserve  of  $100,000,050  in  order  to  redeem  them  when- 
cvor  deaired. 

§  135.  3ctvrecnl7S9aEdlSG€maDj  banks  wcrceatab- 
lislied  ID  the  varioua  Bta.te3>  At  tirst  tliej  wei-c  cod- 
ducted  recklesaly^  and  dishoueatly.  Large 
tttiuiDc  (^uantitioa  cf  notes  were  ki^titd  by  L^nks 
that  had  no  intention  of  redeeming  them. 
In  1814f  1837,  and  1857  there  were  ^'enerd  b'ink  sua- 
potifiioufl  throuf^hoLit  tbe  country.  The  lirst  and  second 
BankB  of  the  United  States  ieaued  notee  which  were  kept 
CODTertible  inta  coin.  Gradually,  in  the  older  and  more 
conservatire  statcfl,  rcatrictiona  were  placed  on  the  iBane 
of  bank  notea ;  and  tlie  biinking  business  began  to  be 
honestl}'  conducted.  In  1860  it  had  been  placed  on  a 
sound  and  honest  basis  m  the  northern  and  eaateni 
statCB.  In  1863  and  18^4  Congress  oBtabLiehed  ihe 
national  banking  eystoDJf  and  allowed  natiotid  banks  to 
isaue  notea  upon  the  following  conditions  :  — 

1.  A    GotiijitruUcr   of   the   Currency  was   placed    in 
charge   of   thi3   aJ mi niat ration   of    the   banking    lawa. 
Each  bank  wna  rtniuired  to  report  ita  condition  to  hrm- 
fire  timos  annualiy,  while  examiners  were  appointed  to 
examine  the  uffaii's  of  each  iiiBtitutioQ, 

2.  Each  national  t>ank  must  Imvc  a  capital  of  not  less 
than  $25,000,  and  stockholdei-s  ate  liable  for  tbe  dcbtfl 
of  the  bank  to  double  the  par  Ta3ue  of  their  et^iJck. 

8,  A  certain  proportion  of  tbe  copital  of  each  bunk 
muat  be  invested  in  registered  intereat-bearlng  bonda  of 
the  United  States,  depoaitetS  In  the  national  Treasury. 

4.  Ou  th9  security  of  these  bonds  a  bank  may  issue 
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notes  tc  Qu  amount  not  GXceediDg  the  par  value  of  t}io 
bonds;  but  tbe  ComptroUor  maj  require  oddiiional 
accunty  if  the  bonds  ever  fall  below  par. 

5.  These  notes  are  not  legal  tender;  but  are  receiv- 
able for  taxes,  except  for  dutJea  on  importjs,  and  are 
receivable  for  pa^meuta  to  arijr  national  bank.  Each 
bank  must  redeem  its  notes  on  demand  in  legal-tender 
money. 

6.  Banks  must  deposit  in  the  Trcaeurj  a  fnnd  equal 
to  five  per  cent  of  their  outstandiEg  circulation.  Thua 
the  United  States  undertakes  to  redeem  notes  presentsd 
at  the  Treasury';  and  wuuld  do  bo  even  if  the  fund 
proved  inauHicieut,  baviug  adL-quate  fteeurity  m  the 
bonds  and  in  a  first  lien  upon  tbe  assets  of  a  bank. 
Consequejitly  the  notes  are  practically  guaranteed  by 
tbe  govern m<jnt. 

7.  Each  bank  must  keep  a  reserrc  of  lawful  money, 
In  smaller  cities  a  reserve  of  fifteen  per  cent  of  the 
deposits  18  required-  In  the  "i-eaerve  cities*'  a  reserve 
of  twenty-five  per  cent  la  necessary.  Banks  m  smuller 
cities  may  deposit  aisty  per  cent  of  tbeir  reserves  with 
banks  in  reserve  cities.  Banks  of  reserve  cities  may 
deposit  fifty  per  cent  of  their  reserves  with  banks  in 
"  central  reserve  cities,*'  that  is,  in  New  York,  Chicago, 
and  St.  Lonia- 

8-  Banks  are  tased  one-half  of  one  per  cent  on  their 
circulation.  The  notes  formerly  issued  by  state  banks 
have  been  taxed  out  of  existence  by  a  tax  of  ten  per 
cent,  which  made  such  issues  unprofitable. 

National   bank    notes    have  possessed   the  virtuo   of 
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being  thoroughly  iiiiifuFin  throughout  the  cDunt-ry  aitd 

abBolutelj  stifc.     Moreoverj  a  atriet  enforce- 

uiTuuoiai    ™eut  of  the  law  has  aecui-od   an  honest 

'^'"'^         DianageiQCiit  of   the   national    banks,  as  a 

rule.     State  and  private  banhfl  have  h^id  to 

make  their  methoda  efiim)ly  safe,  under  penalty  of  losing 

buBioesH.     UndouliteUly   the   banking  busmess   in  the 

United  States  lias  been  greatly  elevated  as  a.  result  of 

tho  national  banking  lawB. 

g  186.  Ill  1870,  with  a  ™w  to  the  future  reBUmption 
of  specie  pajmenta,  Congress  began  to  consider  the 
hm'-Aci  question  of  roviaiag  the  coinage  laws.  Tho 
gf  ttn.*'  flilrer  dollar  had  tben  been  out  of  circulation 
for  more  than  a  generation,  and  wbh  wartli  41.027  in  gold. 
A  committee  of  experts  submitted  tbe  draft  of  a  bill 
recommending  that  the  coinage  of  tbe  obsolete  silver 
dollar  should  bo  stopped.  After  considering  the  subject 
during  five  Bucceesivo  Beasions,  in  tho  couree  of  which 
the  bill  was  printed  thirteen  times,  Congress  pnsscd  an 
act  which  dropped  the  silver  dollar  from  tho  list  of 
aiitbori^ed  cohm.  This  provinlon  of  the  measure  aroused 
no  opposition,  and  members  of  Congress  repeatedly 
stated  that  the  intention  was  to  dstahliBh  legally  the 
single  gold  standard.  Yet  it  has  been  wrongly  eliarged 
that  tliia  meoauro  passed  Congresa,  "  sccretlyi"  or  "in- 
advertently "  or  even  with  absolute  fraud. 

§  187-  After    1873    eilver    began    to    fall    in   value 

Tte-Buurf-    '■api^l'y-     I"  l^^ti  the  g«>ld  value  of  371.25 
AUiJoiiAci/'   i^rnius  of    fine    silver  was    only  eighty-nine 

cents.     At  tbe  same  time  preparations  were  being  made 
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for  redeeming  tlie  greenbackB  in  goldj  and  bringing  the 
onuntry  back  to  a  gold  basis  iu  18T9.  Tht^n  ]>oople  eav 
that,  if  tha  coiuogo  of  the  eilvcr  dollar  had  not  been 
stopped  by  the  law  passed  in  1873,  tlic  cheapened  dollar 
might  hare  como  back  into  circulation  and  driven  out 
gold.  TFiiiH  amsG  a  demand  for  the  free  and  unlimited 
cuinnge  oF  the  silver  dollar,  and  tlie  cry  was  started  that 
silrep  lifld  been  *'demonathed"  fraudulently  in  187S. 
Yiolding  to  this  agitation,  Congresa  in  1878  passed  the 
"  BiQud-Alliaon  Act.'^  This  provided  that  the  United 
States  should  purchase  monthly  not  more  than  $4,000,000 
worth  of  Bilver  bullion  and  not  IcBfl  tlian  $2,000,000 
worth.  The  buUioa  was  to  Le  coined  into  the  old  371,25- 
grain  silver  dollars,  and  Bucb  dolloTB  were  made  full 
legal  tender.  Under  this  act  the  Treasury  always  pur- 
chased the  minimum  amount,  and  placed  $378^66^793 
in  circulation  between  1878  and  1890.  Contrary  to  the 
expectation  of  many  people,  this  amount  of  silver  proved 
to  be  no  more  than  the  business  of  the  country  could  nsa 
witliout  driving  gold  out  of  circulation,  especially  sinca 
the  volume  of  bank  notes  decreased  nbuut  $170,000,000 
between  1882  and  18S0.  On  the  other  hand,  the  law 
failed  to  raise  the  value  of  silver,  contrary  to  the  claim 
which  had  been  made  for  it.  In  1S^9  the  value  of  the 
bullion  in  the  silver  dollar  was  only  flcrentj-two  cent^, 
§  188i  The  United  States  Ibsucb  gold  and  eilver  cer- 
tificates upon  deposits  of  gold  and  sliver  ^^^^ 
coins.  The  gold  certificates  are  of  large  iav*rc«-Jfl- 
denomlnatiouB,  the  silver  are  of  denom- 
inations as  small  as  one  dollar.    Thei^e  certificates  aro 
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nob  legal  tender,  but  are  receivable  for  taxes,  anil  may 
he  \ni\d  by  ti^tiuiiitl  Lmiks  na  pnrt  of  their  reserves. 

§  189,    In   1390  the   friends   of    silver   puahed  the 
■'Sherman  Act"  through    CongresB,  and   repealed    ihe 
_  "  Blaiid-AUieon   Act."      The    now    law    re- 

minAci"      quired    the   ticcretarj    of    the    Treaauiy   to 
"  purchase  montbl/  JjSOOjOOO  ounces  of  fine 

silver  bfrlEiuiL  at  the  market  pric^,  wliich  was  nut  to 
exceed  $1  for  371.25  grains  of  due  hiillion.  The  pur- 
chases were  paid  for  by  Isauiug  Treasury  notea^  which 
vera  redeemable  in  ooin  at  the  Treaauryj  and  could  be 
reiasued.  These  notes  were  also  mado  legal  tctidor. 
Even  these  incrcaaed  purchasea  of  silver  failed  to  raise 
its  price,  which,  after  a  brief  rise,  fell  to  sixty  cents  for 
B71.25  grains  of  hulUon  in  1893,  The  effects  of  the 
"  Slierman  Act  *'  were  wholly  disastrous.  Hetweeii  1890 
and  1893,  Treasury  notes  to  the  amount  of  «165,931,000 
vere  placed  in  cirCTjlatLon.  During  the  same  period  tl^e 
not  exports  of  gold  exceeded  $150,000,000,  in  spite  of 
the  fact  that  our  cx|»orts  of  merehandiae  exceeded  im- 
ports very  greatly.  Apparently  the  country,  by  Ib'JQ. 
hfld  absorbed  about  all  tlie  silver  it  could  use,  so  thai 
tiie  Treasury  not^a  merely  drove  an  equivalent  amount 
of  gold  out  of  the  TTuited  States.  In  any  event,  the  act 
caused  considerable  fear  that  the  United  States  would 
be  driven  onto  a  silver  basis.  Immediately  after  Its 
passage,  the  banks  began  to  hoard  gold,  and  to  pay  their 
obligations  in  paper  or  in  silver.  The  government's 
roveukjes  were  paid  almost  entirely  in  paper  or  in  silver 
money,  instead  of  being  paid  largely  in  gold  as  was  tlie 
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case  prior  to  1B90*  MoreOTCr,  the  holders  of  green- 
liackH  and  Treaaurj  notes  began  to  present  them  at  the 
Treasury,  and  &sk  for  payment  ia  gold,  Wlien  this  wan 
done»  the  govcriitnent  fcured  lo  refus*?  goM  and  to  at- 
tempt to  redeem  the  notes  iu  silver,  since  auch  a  course 
would  have  discredited  both  its  silver  aud  its  paper 
money.  Thus  it  was  compcllod  to  pay  out  largo  quan- 
tities of  gold,  ^rliile  its  rovcnuca  were  composed  chic'fly 
of  paper  and  silver.  In  18^8  such  an  acute  st^go  of 
panic  was  reached  that  tlie  '^Sherman  Act^'  vras  fiiia]]/ 
repealed, 

5  190-   The  United  States  now  has  the  moat  hetero- 
geucoua  currency  that  can  be  found  in  any  cinlized 
country.      On  July  1,  1899,  the  stock    of 
gold    in    thifl    cohntry    was    efltimated    at  ctunKtcrd 
$91)3,000,000,  -^  a  figure  which  may  be  some-  ™  ^"^^' 
what  too  large.     Of  this  aaiomit,  $28t%7(jO,3B4  was  in 
the  Treasury.     At  the  same  time  there  were  in  circule- 
tioo  or  iu  the  Treasury  the  following  amounts  of  debased 
money :  — 

United  SUIcAnoiei,  Of  greenbuuki 1^46,081,000 

Btftbdnrd  ailrcr  doUflrB  or  ccrttficatcfl  represcnt- 

Idb  ilullon 502<21o<00a 

TivtMHTj  notes  of  IdXtd 9.1,&IS,00Q 

StthaiilibTy  «iLvQr  Foini    ,..,.....  T4.8fM.OO0 

Total «l,ai7,3S0.r)0l) 

In  addition  to  this^  the  notes  iagued  by  the  national 
banks  amounted  to  4241.350,000. 

In  order  to  prevent  this  mass  of  debased  money  from 
depreciating,  two  things  arc  necessary :  Jirstj  the  volums 
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I  of  deb&^d  currency  moat  aot  exceed  the  quantity  whicli 
I  tliG  j)eople  of  the  country  are  prepiircd  to  keep  in  circu- 
I  RwDi  Ution  ;  necoitd^  the  Treasury  must  always  be 

^_  lefiMiHon,  -^  ^  position  to  redeem  promptly  in  gold  Ihe 
"#441,19^,000  of  greenbacks  and  Treasury  notes  that 
rcprcBcnt  its  dcnmud  liabiUtiefl.  If  this  c&n  bo  accom- 
plisbed,  the  buaincsa  of  tho  country  can  probably  absorb 
the  exiaticg  quantity  of  silver  anil  paj>ei-  money.  The 
"Act  (jf  March  14,  ISOO,"  is  inlc^ndtd  to  make  our 
monetary  system  more  secure.  It  declares  that  the 
present  gold  dollar  is  tho  standard  of  yaluo  in  the 
United  States,  ond  that  ail  other  forms  of  money  arc  to 
bo  maint&med  at  a  parity  with  gold.  Then  it  sets  aside 
8150,000,000  in  gold,  as  a  fund  for  redeeming  the  green- 
backs and  Treasury  notes ;  nnrl  authoi'iKes  the  Secretary 
cf  the  TrettBury,  In  case  of  nep<3,  to  sell  bonds  in  order 
to  maintain  this  gold  reserve.  So  far,  the  enactment 
is  worthy  of  all  praiso*  It  has  been  thought  that  this 
law  will  pnt  a  stop  to  the  reissue  of  notes  that  have  once 
been  redeemed,  and  will  thas  p^dually  effect  tho  rctke- 
metit  of  our  government  paper.  But  a  careful  reading 
of  the  somewhat  obscur'e  provisions  of  the  law  iipou  tliis 
point  does  not  justify  such  a  belief-  On  the  contrary, 
it  would  seem  tliat  tho  law  authorizes  the  reiesue  of 
redeemed  notes  for  any  "lawful  purpose  tho  public 
iutorcsta  may  require,'*  except  "  deficiencies  in  the  cur- 
rent revenues/'^ 

3  Sre  So\mti  Cutenet.  *ii.  43, 47.    ITp  to  March  14. 19rW,  tho  TreutJFj- 
hivT  rodci^od  8&4A,47U,DI4  oi  ibn  QQWJ,  sni  ncartj  bU  of  tlimc  LluI  htaw. 
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H.  Bimetallifiiaf 


§  191.  Prior  to  the  present  century  moet  cmlhed 
countries  made  gold  and  silver  legal  tender  In  pay- 
ment of  debie-  Each  nation,  by  independent  KaHnAi 
ftctiuu  and  ofl*?n  with  an  inde[>eJideiit  legal  Wnwtiukm, 
ratio,  sought  to  keep  both  metals  in  circulntion,  and  to 
give  to  debtors  the  option  of  paying  debts  with  either 
gold  or  silver  coins.  The  usual  result  of  such  attompta 
was  that  one  metal  or  the  other  went  out  of  circulation 
as  often  as  a  change  in  the  market  ratio  of  ailrer  and 
gold  bullion  cheapened  one  kiud  of  coiu  or  the  other. 
The  eiperience  of  the  United  States  after  1792  or  1884 
illuatratcs  the  usual  results  of  "  national  bimetalhsm/' 
the  term  applied  to  such  attempts  of  individual .  nations 
to  make  both  gold  and  silver  circulate  at  a  fixed  ratio, 

§  192.  In  1816  England  debased  her  silver  coins, 
made  them  legal  tender  only  for  small  payments,  and 
made  gold  the  sole  legal-tender  money-  In  GoiaBwno- 
1871  and  1873  Germany  esLalilished  a  na-  nirt»iu«. 
tional  gold  coinage,  and  withdrew  most  of  the  old  silver 
coina  that  had  formerly  circulated  in  tho  various  Ger- 
man states.  In  1873  the  United  Stfltes  relegated  silver 
to  a  position  aa  subsidiary  currency.  Meanwhile  the 
world's  annual  production  of  silver  was  increaemg  from 
about  80,000,000  ounces  in  18G0  to  78J75,C02  ounces 
on  an  average  for  the  peHod  1876-1880.  At  this  time 
France  and  a  few  other  countries,  which  formed  the  Latin 
Monetary  Union,  still  held  their  mute  open  to  the 
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free  cQiDuge  of  eilvur  ab  tbe  ratio  of  15.5  ta  1.  Silver 
cbeapenod  ao  greatl/  that  it  begun  to  flow  in  large 
(]iiniitities  to  tbe  Freacli  mints,  and  France  beciLme 
afraid  tbat  all  her  gold  would  be  soon  ropLaced  bf  the 
ciicflpcr  silver  coins,  In  1876,  when  tlie  market  ratio 
of  ailver  to  gold  bod  Fallen  to  17.88  to  1,  tlie  French 
mints  were  closed  to  mlver;  and  the  coiuage  of  the 
white  metal  ceased^  Since  tben^  Austria  has  passed 
from  a  depredated  paper  curroncy  to  a  gold  basis,  and 
other  countrica  have  shown  a  desire  to  adopt  gold 
m^jnometaUiBCQ,  The  present  ceutupf,  therefore.  Ims 
Hcen  a  decided  drift  toward  the  adoption  o£  a  single 
gold  standard  by  civilized  eountnea. 

§  193.   Moat  or  Lbe  coiiiitrtea  oE  Aaia  aod  of  South 

America  have  the  single  silver  standard-     Since  1893, 

„  however^  the  mints  of  India  have  been  elosed 

BUDametti-      to  the  further  ooina^e  o£  sth'or.       At  the 

pvcBont  writing  nowa  comes  of  the  practical 

acceptance  of  the  gold  standard  by  Japan,  through  the 

adoption  of  a  legal  ratio  of  33.33  to  1» 

g  194  Withiij  the  last  Uiirty  jeara  the  scheme  of 
International  himetalliain  haa  oft^ii  been  piviposed,  Ub 
nnGraiimnii  advocates  have  usually  admitted  that  na- 
t^unctiuujn.  t(Q|ia|  UmetalUBm  is  irapoasiblo,  and  restdts 
in  the  cxclusiro  use  oE  the  cheaper  mctaL  Bub  they 
claim  that,  if  the  principal  nations  of  the  civilized  world 
should  agree  to  make  both  metals  legal  tender  at  a  &:ied 
ratio,  and  should  allow  fi-ee  coinage  of  IkdUi  under  such 
conditiuns,  U  would  be  possible  to  kceji  both  metals  in 
ooncorrent  circulation.     Oa  this  proposition   acientifie 
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authorities  are  divided  at  tlio  prcBOnt  time,  Tt  will  bo 
ticccasary  to  rcvitjw  the  ai't^LLmcDta  advanced  for  and 
against  tntemational  bimetfiUiBui. 

§  19o.   It  iH  clEtimi^d   tbat   liimeballiani   is  desirable 
because  it  wujid  i^ive  a  more  stable  unit  of  money  than 
eitber  ;fold  or  silver  monometntlism  cotild 
Becure.     The  world's  stock  of  both  of  the    uue^'oj 
precious  mctula  is  so  largo  that  a  cbo-tige  m 
tho  [ji'oduotLon  of  one  would  not  greatly  affect  the  value 
of  the  whuLe  mass.     Under  mmjometallism,  a  change  in 
tlie  [}rudi[ction  of  the  money  metal  more  quickly  affects 
tbe  value  of  that  metal      Moreover,  with  bimetalliRm, 
ap   increase  in  the  production  of  one  metal  might  bo 
offset  by  a  docroaso  in  tho  production    of    tho   other. 
This  claim  is  correct,  provided  that  it  can  bo  proven 
that  it  is  possible  to  hold  the  two  metda  togetbcr  at  a 
legal  ratio. 

Bijuetallisbs  call  attention    to    the    fact    tliat   there 
has  been  a  general  fall  of  prices  in  all  gold  standard 
countries  since  ISTS.    This  was  once  denied,  Bimcuuiflt 
but  is    now   admitted    by    all.^     This   fall,  ^J^^^ 
bimotalUats  say,  has    injured    debtors    by  *iiprt«". 
increasing  tho  burden  of  debts;   moreover,  it  has  dc- 
pL-eascd  industrial  entevprises*  and  will  do  so  as  long  aa 
It   conlinnes-      The  Limetullist    attributes   thiH   fall    of 
prices   to   the   fact  that   since  1S7S   silver    has    been 

^  Far  Van  iudei  mmber?  rrem  wblch  tljc  fall  of  prli^oa  i»  a^-crtainedt 
Me  Fjkhei,  Appr^ciotJun  ATkd  IntrirKt,  9S-ii>o  ;  TAC!win»  Sllri^r  Siiuntluii. 
91-ga ;  AtKiNsoN.  Itimetallifrn  in  Eniope^  r>:)?,  li.^.i.  Alnn  a  Bulletin  on 
"  MaTemoat  of  PtEitdd,  UMO-l^H,"  pabliahcd  hy  llu)Bii»ab  of  Maciidc^ 
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"demonetiMd"  in  many  coantriefl.  The  principfd  com- 
mercial nations  now  ha.^'e  the  eingle  gold  standard. 
Guld  monc>mctal]iflm  boA  increaacd  the  demand  for  gold, 
and  has  raised  its  value. 

Gold  monometallifltfi  attribute  the  fall  of  prices  to 
impro^'emetits  in  production  that  have  decreased  the 
coHt  of  producinir  commodities.  But  tfaia 
cd14  CDoito-  doea  not  change  the  fact  that  the  ratio  in 
"''*^^^'^  which  gold  exchanges  for  commoditica  haa 
altered,  and  thnt  the  purchasing  power  of  gold  baa 
rtsea.  It  doea,  howerer,  make  it  probable  that  falling 
pncoa  have  been  due  to  an  increasiug  supply  of  coininod- 
itiea  more  than  to  an  absolute  decrease  in  the  supply 
of  gold  money.  Gold  hos  become  more  scarce,  not 
anaolutely,  but  relatively  to  the  larger  production  of 
commodities.  Tbia  diminiBhes  the  injury  that  can  bo 
done  to  debtors.  Fricea  may  hove  fallen,  but  new 
methods  and  appliancca  turn  out  a  larger  product;  so 
that  about  tbe  same  money  retui'ti  can  be  secured  FrDm 
a  Uu^iiierts  enterprise.  This  consideration  has  force 
when  applied  to  industries  where  new  methods  hare 
been  introduced,  but  doea  not  lessen  the  burden  laid 
ufion  a  debtor  whoso  bueineea  has  not  boon  aScctcd  by 
improvements.  Finally^  monomctallists  say  that  debta 
are  contracted  in  money,  not  in  commt>dities  nor  in 
general  purchasing  power.  From  1850  to  1B73  pricca 
rose ;  since  1873  they  have  fallen  ;  in  s  few  years  tliey 
may  rise  again.  Such  ehaiigea  are  a  part  of  the  risk 
incurred  by  persona  who  enter  into  long-time  contracts. 
*"*  '^  might  occur  under  bimetalUsm,     In  any  case,  W9 
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ougQt  not  to  Interfere  vith  past  contracts.  Wo  may 
admit  this,  trad  yet  may  insist  that  it  is  adviaable  to 
Icsien  tile  risks  of  chajiges  ia  prices  that  maj  affect 
future  contracts. 

Bimetal lifltft  urge  that  the  world's  stock  of  gold  la  not 
BufRcient  far  the  money  demniid  of  the  world,  and  that 
gold   monumetalliBui   must  lead  to  a  con- 
tinucd  fall  of  prices-     Geolop;ical  conditions  tromxhc 
arc  aiich  that  "  wo  must  cspect  in  tlie  future  ^^^^1^,^^ 
a  scarcity   of  gold    and   an  abundance    of  'tfi^**"!!* 
silver,  and  that  Uir:  extension    of  the  gold 
standard  to  all  cLvilizcd  states  is  impoHsihle"     Between 
1870  and.  1890  tho  ennnal  production  of  gold  averaged 
haivily  more  than   5,200,000  ounces^  with  a  value   of 
about  $108,000,000,     The  annual  consumption  of  ^old 
in  the  arts  in  civilized  couutrice  bos  never  been  catinaated 
atleaa  than  JSfiO. 000.000,     Besides  this,  a  large  quantity, 
eatimatcd   by  the  highest    authority    as   not   lesa  than 
$20^000,000,  iR  esfiorttxi  annuoUy  to  the  aomi-civrlized 
countrica  of  Asia  and  Africa^    where  it  is  hoarded  op 
naod  for  ornaments.     This  leavoB  only  about  $25,000,000 
of    gold  for  making  good   the  lose   of  existing  coins 
by  abrasion,  and  for  supplying  the  needa  of  increased 
trade,  ^ 

The  force  of  this  argument  cf  insufliciency  in  supply 
is  weakened  by  the  phenomenal  increase  of    |,g^„^,^i 
the  gold  output  eiiico  1890,  cb  ahown  by  the    prMoenoD. 
following  tabic,  on  page  302:^ 

^  Fur  (U[JBti«  on  Eheaa  pdiott,  «««  SoETBsBB'a  Utlw,  \a  AtvmvON, 
Blmirtilliflm  m  Europe,  B04-5Sfi, 
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Vd»  of  pndoch 

1890 
ltfl>U 

IS'jri 

1987 

e.Tifl.ooo 
7,m^J,W0 

11,468.000 

ins.FH^.ooo 
isi.i"f»,m)0 

Z3T,IJW/X)0 

For  1893  a  i)rcli miliary  efltimate  ebows  a  product 
valued  at  about  *'JttO,000,QOO,  The  pioai>t:ct  U  that  tJie 
uext  few  years  will  Hue  equally  krgo  <mtputa.  Tlie 
largosb  iiverage  annual  product  ever  l^efore  known  was 
6,486,000  ounces,  produi^t-d  Letweoo  1856  and  1860. 
Tho  value  of  tlie  gold  output  alone  is  larger  now  tbao 
the  combiaed  raluea  of  the  annual  gold  and  silver  out- 
put from  1871  lo  1875.  vl^rn  silver  was  *' demonetized  " 
Tliia  IB  ehoo'D  In  tlio  foli^iwinp  table,  in  which  the  ailvet 
product  is  valued  at  tho  ratio  cf  16  ounces  for  1  ouncG 
of  gold ;  — 


Vmr, 

aitiw. 

OflU. 

T3k^ 

Acrmnl  ATtm^ 
189a 
18fl7 

98I.8ti4.000 

ins.fi77,ooo 

U37.£OtpOOO 

9197,441,000 

Improvements  in  the  art  of  prodiicini?  gold  from 
poorer  orcB,  stimulated  br  the  recent  appreciation  of 
gi*ld»  ore  likely  to  mik^   tlie  product  large  for  many 
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years.  In  the  rcraote  future  it  moy  decrease  again  ;  but, 
for  the  present,  argumenta  drawn  from  the  scarcity  of 
gold  have  very  much  leas  force  than  they  possessed 
before  1H90.  Thequeatiaii  may  arise.  Why  does  not  the 
increased  production  of  gold  lead  to  a  rise  in  prices  ? 
The  es[jlanQtion  probably  is  that  aereral  years  are 
required  for  a  change  in  the  annual  cutput  to  affect  the 
Taluc  of  the  world's  large  stock  of  gold. 

Bimetallism  ia  declared  to  be    dcsirnblo    because  it 
would   establish  a   fixed  par-of-ex change    between    all 
countries-     An   English    merchant  trading    irnvuti 
with  fl  silver  standard  country  haa  to  sell    '"''^"* 
at  silver  prices.      He  receives  payment  in    "cimee. 
bills  dra^n  in  terms  of  silver,  and  the  gold  value  of 
tiLcac  silver  billH  may  vary  between  the  time  that  gooda 
are  sold  find  the  time  that  they  are  paid  for.      Sjch 
fluctuations  introduce  an   elcmtit  of  uncertainty   and 
epeculation  into  legitimata  trad ;  between  gold  nnd  silver 
Blfindard    eoimtriea.      If  gold    and    silver    were    held 
together  at  a  fixed  ratio  by  international  b[m(!ta11ismf 
then  this  element  would  be  eltminated  from  the  trade 
with  eilver-using  nations.     This  may  be  admitted  to  be 
desirable. 

§  19G.  The  crucial  consideration  concerning  bimetal- 
Hnm  is  the  question  of  its  practicability,  Bimetallists 
urge  the  Following  arguments  ;  — 

1.  If  the  principal  nations  of  the  commercial  world 
should  agree  to  allow  free  coinage  of  gold  and  silver  at  a 
fiacd  rotio,  say  16  to  1,  both  molals  could  bo  kept  in 
concurrent  circulatiun.     If  either  should  cheapen,  there 
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would  bo  a  general  tendenoj  For  dobta  to  bo  paid  in 
that  metaL     The  demand  for  the  cheaper  metal  for  coin- 
age purpoees  would  be  tis  large  as  the  entire 
tjaiu]  EpiDctaJ-  demand    of    the    commepcial    Tiations    for 
artie'm*'^"      nioney.    This  demand  would  raise  the  value 
ecoDomic  of    tlio    cheapened    metal.      On  tho  other 

hand,  tho  demand  for  tho  dearor  metal 
would  fall  in  proportioo  05  the  demand  for  the  cheaper 
increased.  Woi'Id-wide  cbangca  in  demand  would,  there- 
fore, restore  the  parity  of  the  two  metals  at  the  legal 
ratio. 

S,  Thia  plan  cliffera  from  national  bimetallism  since, 
under  the  latter  policy,  tho  dearor  raetal  could  be 
exported  to  either  gold  or  silver  standard  countnoe 
where  it  would  be  in  demand  ;  while  the  cheaper  metal 
would  gradually  flow  from  the  countries  that  produced 
it  to  the  minta  of  the  nation  that  oTcrvalued  it.  With 
lutcruatiotial  bimetaUisni,  if  gold  should  become  dearer 
than  silver  at  tho  legal  ratio,  it  eould  not  be  exported  to 
any  countries  where  tlie  demand  for  it  would  maintain 
its  higher  raluo.  This  is  bocauao  all  the  principal  com- 
mercial nations,  now  on  the  gold  Btaiidai'd,  arc  supposed 
to  be  in  the  bimetallic  league*  If  one  or  two  should 
reFuae  to  enter,  they  would  have  lo  maintain  the  yalue 
of  gold  by  their  mdJvidual  demands. 

3.  Bimetalliats  assert  that  the  expenence  of  France 
from  1803  to  18T4  illustrates  the  practicabihty  of  their 
policy.  During  that  period  France  admitted  both  gold 
and  silrcr  to  free  coinage  at  the  ratio  of  16.5  to  1. 
Prom  1803  lo  1860  ailrer  was  usually  slightly  cheaper 
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than  gold  at  that  ratio,  while  from  I860  to  1873  the 
case  was  reversed.  In  erery  jear  but  one,  both  metala 
were  offeied  at  t-he  Frencli  miiit.H  for  coinage;  altl'ioiigh 
the  silver  coinage  exceeded  gold  from  ISOG  ti>  1850^  and 
gold  exceeded  silver  from  1850  to  1873,  Conditions  ot 
the  present  day  would  not  be  so  favorable  for  another 
ospcrinient  witb  national  bimetolIiBnL  I'rior  to  1873 
some  conntrica  of  Europe  used  ailver  and  otbcra  gold, 
BO  that  the  strain  OD  the  French  E}'fltcm  was  lessened. 
§  197.  Gold  mo  notne  tall  lets  have  often  showed  tliat 
national  bimetaLlism  baK  rcgnUrlj  proved  a  failure, — 
even  France  feeling  obliged  to  chaugQ  her  tiMpontiui 
policy  ill  1876  on  penalty  of  loaing  her  gold.  ^^^^, 
But  such  arguments  fail  to  touch  interna-  *""- 
tionaJ  bimetalUam,  More  pcrtinentlj,  monometallista 
argue  that  international  bimetalliam  means,  at  the 
present  day,  the  attempt  to  make  gold  and  silver  legal 
tender  at  some  such  ratio  aa  15,5  to  1,  IC  to  1^  or  20  to 
1.  These  ratios  all  overvalue  eilver,  for  the  actual 
market  ratio  is  now  31  to  1  or  82  to  1,  MoDometalllBtfi 
say,  tliercforc,  that  the  results  of  international  bimetal- 
lism can  be  determined  by  aaking.,  What  would  bcppcn 
if  the  gOTernracnta  of  leading  nations  should  attempt  to 
make  gold  and  Bilxer  legal  lender  at  a  ratio  that  over- 
valued silver?  Tlieir  answer  ig  thut  golil,tbe  dearer 
metal,  would  quickly  cease  to  be  used  aa  legal-tender 
money;  and  silver  would  become  the  sole  legal-tender 
money  in  circulation-  They  deny  that  gold  would  fall 
in  Tnlue  the  moment  it  ceased  to  be  demanded  as  legal 

tender.     It   would  be  used   first  as  a  commodityt  in 

so 
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which  use  its  utility  woulil  be  unaltered.  Second,  \i 
would  circulate  in  payment  of  debts  at  a  premium  over 
the  legal  value  placed  upon  it  at  the  minte.  Mono- 
mstalltstB  recognize  that  governments  can  compel  cred- 
itors to  receive  cheap  silver  money  for  past  debts,  but 
denj  that  the  commercial  world  can  be  forced  by  law  to 
UBQ  it  in  future  pa/menls.  Gold  ha^  gradual!/  di»- 
plnced  silver  as  the  medium  for  the  largest  commercial 
tmo-sactions  because  of  its  superior  CLJOvemence-  At 
the  present  time  tho  commercial  world  dislikes  aud  die- 
trusta  silver,  and  would  refuse  to  make  future  eontracta 
in  that  money,  ConsequGntly  gold  would  be  demanded 
for  future  payments,  and  future  contracts  would  be 
made  in  terms  of  ounces  or  grains  of  gold.  In  other 
words,  monotnetiallisfa  iusiat  that  the  commercial  world 
would  choose  ita  own  money  in  future  payments,  with* 
I  lit  regard  to  legal-tender  laws.  They  assert  that  the 
laws  making  gold  legal  tonder  have  little  power  to  affect 
its  value,  since  it  would  bo  used  as  money  by  tho  com- 
mercial world  without  such  legislation-  TIlc  law  should 
recognize  this  fact.  In  any  case  legal-tender  laws 
would,  in  the  efid,  prove  powerless  to  overcome  this 
preference.  Thus  international  bimetallism  would  fail 
at  the  outset. 

§  198,  Tha  practicability  of  liraetallism  tnrna  finally 

on  thia  laat  pi>lnt  raised  by  the  gold  m on omctal lists.     If 

Coneindiqe       ^^  International   agreement  should   induce 

*™*'*"**'^  the  business  world  to  make  future  contraetB 

in  either  gold  or  silver  at  a  fjxed  logal  ratio,  then  it  is 

probable  that  the  changes  in  ths  demand  for  the  twa 
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metals  wDtild  maintain  them  at  a  parity  for  a  long  tiiue^ 
at  least.  But,  if  tho  commGrcial  world  should  rerusG  to 
makd  fiUure  coutracta  in  the  bimetallic  8tj^ndurd,  Uie 
outcomo  would  depend  upon  wlioUicr  tliia  demand  of 
busincas  cirolca  should  pro/e  suEhcioot  to  maintniti  gold 
at  a  ratio  higher  than  that  fixed  hj  law.  It  bccidb  im- 
probable, howeyer,  tliat  there  should  be'  auHicicnt  dis* 
crimiiiatioD  against  silver  tu  produce  auch  a  result. 
Jjiteraatiorml  bimet&Uism  could  hardly  be  adopted  un- 
lesB  the  commercial  interosta  of  leadinjj; countrioB  should 
lavor  it.  In  the  nature  of  tho  caso,  therefore,  there 
would  hardly  be  sullicient  diecrimination  agamst  siWer 
to  maintain  the  ralue  of  gold  alxire  the  legal  ratio. 

§  16^<    It  is  ueeeesary  to  add  that  the  political  difli- 
oultJes  in  the  way  of  an  international  bimetallic  agree- 
ment are  corsiderable-  It  ia  doubtful  whether    ^_  , 
fluch  an  agreement  could  be  secured  in  any    dMuiato 
near  future*     More  than  thisi  tho  outbreak 
of  war  between  two  of  the  states  oF  a  bimetallic  league 
might  iead  each  of  the  contending  nations  lo  make  a 
sudden  atteu^pt  to  secure  gold^  the  metal  in  which  moBtrj 
reliance  could  be  placed.     Aa  a  matter  of  fuct,  political 
con  si  derations  J  especially   those   of  a  military  natTire, 
have  been  partly  reBponeiblo  for  tho  movement  of  Euro- 
pean couutriea  toward  the  Ginglc  gold  standard. 
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L  The  Nature  of  Uouopolies.    Ucuopcly  VhIos. 

g  200.  A  moDopoly  GiistB  whenever  one  person  orft 
combination  of  pereoiis  acquiree  control  of  the  Buppl^  of 
&  commodity*  Thia  control  may  be  secured  p^fmiticin  oc 
temporarilj  by  buying  up  tlic  available  9iip-  ""^^p^Jj- 
ply,  or  more  permanejitly  by  gaiuiog  the  esccluBive  or 
nearly  excluEive  power  to  produce.  A  luonopoly  of  tlie 
frrat  kind  will  l>e  n  temporary  affair,  because  producers 
will  increase  their  outputs  in  order  to  profit  by  tho 
higher  prices  uaually  fised  by  monopohsts.  With  tLo 
8ccoud  clacs  of  monopolies  permanent  succcbs  is  more 
probable,' 

§  201,   When  a  single  person  or  combination  of  per- 
sona controls  the  Biijfply  of  any  commodity,  it  is  posai- 
ble  to  control  the  price.     This  can  be  done  Konofoiy 
by  increaaing  or  decreBBing  the  Bupply  so  *"^- 
&B  to  induce  the  public  to  buy  at  pricee  that  shall  make 
the  business    as   proOtablo  as   possible.     With  Irccly 


1  Soin«  rnDDcpoliep  lave  be«fl  t1i«  aQl«  pitrdiaiKrfl  of  tbo  aw  matcrlalf 
oud  bj  thflrn.  TfipJT  Enfluf'DCG,  thorcfDre,  bas  extended  to  a  contn>l  of 
Ibe  prices  nt  wbich  tlic  producpn  of  Ibo  ra^  materiala  mart  diHpoMi  of 
thair  prorlapMi  Stich  moDopollei  havea  anbtUntW  carttroL  of  tho  ff«n'Jiid 
U/t  tbc  xvm  iDAto  n*lfr 


«• 


mtMClfLEM  or  ^COXOMTCS, 


pf0ifiwftd  i^tvmmfnWism  no  penun  \m  aMc  to  cootrol  tbe 
niiXryXf,  l»eiic«  \\\f  irriri,  fn  thU  manner.  If  he  redoccA  * 
l<U  ifW^iHlf  rjftrir  ;'r'>rliJC4ni  will  eit^nid  tbeir  s^lem  tt 
fij4  rrK|flMiiMt^  III?  mu«t  hcII  ii»  duuij'  goodJ  fu  can  be 
'tttffnmrl  of  At  [rricuN  Uiat  loftve  %  profit  after  pajing 
onfrffMMMii,  Thui  in  GompfiitivQ  indtifttriea  producers 
nil)  ni'ib'^  tli'i  \iVT^*-Mi  )»nrf]U  1>y  4;xtc[]di[L(^  prrxJuction 
iMilil  |irfr.riN  np]friixi|jiah)  tin:  iniirgijia]  (jx|K^iiacB  of  pro 
4ltciL]rri],  Nirw  tho  mrmppuliMt  acquires  ilio  power  to 
ooj^trul  lliti  ^ijp|i1y.  Miriio|)iFly  prlcun,  tliur^fore,  will 
lint,  Ii4»  KiivH-iKid  I7  tlm  fcirE^uA  thiit  eoiiLrol  prices  of 
\\%*ty\y  [it'iniijiv^il  t'oiniliodlUca. 
A    pprHiiii    limy  jioiiiilru  powor  to  fix  tUu  price  of  a 

crtiiiinixlll.y  \i\\\ \    HDiilroniu^   all    thu   supply.      Re- 

fMKmifniiid      poaliul  jiinliuuHm  Imvo  hIiuwii  tliat  control  of 

1ii>l tbi »h7iiv  ^'^^'''  ^"^^^  ^^'^  Kippl^  Ukiiy  (luulilu  ih  inonojio- 
XiMlr*  lUt  ill   dinttitri    pricu».      An    Mr.  8id^wlck 

rift^«i  **n  jirirlinl  LV^titml  nmy  riMnIrr  jmssibli^  nnd  prof- 
ilftblu  uH  ui'tilU'iat  TLrto  ill  tho  i^rloo  of  tliu  commodity, 
4VfU  t)Li"i||1i  \\\^  t>Mii»inUi^r  in  nuppliinl  by  sovoral  sell- 
%\%  fr*M'ly  «i«iii)u.*ilnKi  if  only  Uto  proportion  oontrollcd 
U  AO  Ur«\'  Ibat  iU  vritbdratvrftl  Wi^uld  caiisu  a  serious 
aoitiviiVk  iiiul  UiiM  oonstdoraldy  raJAo  the  Gi>Uk|>otitively 
ilvlt^iuiiiLi^l  mlufi  of  Uto  uuooutntlW  n^maiodcr.** 

MiMt^^li&il^T  pHcoi  hHid  h>  be  a^ljiisit^  so  aa  to  yidd 
%\w  ittiuis^iolUi  IIm  Ur^^t  u<^t  incouM.    la  datormiiuag 
"^TT^       «tMtbrwinU  r>«U  i1m  b%fa«il  net  ratan. 
at*4  »i  M*     tW  K^tU^vin;;  ttfiiMi|il«e  nay  be  rvcofUKd  ? 

|t)^  Iw  «(W«  l«  iiMr*«M  ttie  iMTffaJ  «ttttr  of  Ua 
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product;  and  vict  vena.  The  rapiditj  with  which  mar- 
ginal utility  varifs  with  changes  in  supply  depends  upon 
tbe  cbaraciGP  of  the  demand.  The  domand  for  luturiea 
is  far  more  elastic  than  the  demand  for  necessariea  ;  so 
that  changes  in  supply  a^ect  the  marginal  utility  of 
QQccesarios  more  rapidly  than  they  affect  the  utility  of 
luxuries  (§  116), 

2.  Certain  expensea  of  production  will  increaBe  or 
deci^aec  nearly  profKirtionatelj  with  each  increase  or 
deoreaae  of  ti»e  product-^  Expenses  for  raw  materials 
and  common  wages  are  of  this  character. 

3.  Other  e^pcnscB  remain  nearly  the  same  whether 
the  product  is  larger  or  amallor,  within  certain  limits. 
Thcao  are  fixed  expenses  (§  127), 

4.  The  intclligentp  monopolist,  desiring  to  secure 
the  ranximum  net  revenue^  will  disregard  any  eipenses 
that  are  fixed  ;  and  will  consider,  lirst,  the  quaEitity  of 
his  product  demanded  at  various  prices,  and  second^  the 
variable  expenses  for  each  unit  of  supply.  Suppoae 
that  tbo  fixed  annual  expenses  of  a  street  railway  com- 
pany for  interest  on  borrowed  capital,  for  salaries  of 
principal  oilicials,  and  for  other  outlays  that  do  not 
vary  with  the  amount  of  business  traneack'd,  an- 
$40,000.  Suppose  that  tha  varmble  expenses  amount 
to  two  cents  for  each  paasanger  cai-ried.     Then  suppose 


1  Ir  iiirnc  c3kn  tb^iio  nxpeatos  vill  increue  mire  thnn  proportuia- 
Uelj  irh^jD  tlia  fluppir  is  iucTuoaod  boykjad  a  (^orUun  puini,  TIjih  ia  trm 
of  luduBtri^  in  trhidi  Cite  puiuC  tif  dimiuiKlim^  retuma  Is  iiukklj  reacljed, 
m  that  the  increaHod  flDppljof  raw  materia]*  ha»  to  he  produrod  on  npw 
landi  lYtut  offer  jinoreradvjiucageB.  SirmeEiraea  n  aiijj^ly  '^ad  be  Boinfr 
wbiit  inneiued  withouC  iocnunng  the  Torublo  eapcuBCi  proportion«telj« 


p\ 
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pi'oJiicn]  ci>liim(H]'ttioft 

hin   uiitput,  oIliGr  jirmli 

!)]•  oxiK-iiHo.     Ho  inuat 

di«|io»oil  of  lit  prices  t 

(TXpoiiBvi.      Tliu»   ill   ctjmpc 

will  nmki)  tho  Ur^At  profits 

until  prSrt'M  u[i|^r(»ilmate  the  j 

duEstiou.    N<>w  the  mr>iio|ko1iat 

ootitrol  Uie  flii|>|>ly.     M<>tiopi>l/  fl^ 

tiot   bo  guvornud  by  Iho  furcofi  U»' 

frcoly  produced  coimiioditicAp 

A   |ii^rnuii   n\nj  actjitire  |kiwvi'  to  i 

cnmmodily   without   cniitn>lliTig   all    U 

MonapoLiiu     pouted  iiifitaiicei*  have  alio 

t^iu*^  ^^^^'""  l>i»'f  tho  supply  may 
»«»3j.  li^t   tt,  dictiUo    pricus.      Aj 

eoyi,  "fl  partial  coulrol  may  rtudrr  po 
ibLbla  an  artidiital  n»o  ill  tho  price  of 
e\en  though  IliO  rniiiitlinkT  m  Hiippliixl  | 
era  frotily  compotiiif^;  if  only  Oie  pr;fj>of 
is  BO  lari^ci  that  its  witUdrawal  would  i 
Hoarcity,  aud  thuB  conaidorivbly  raiuc  thi 
detcrinmed  vainu  of  tho  iincoiilrolkd  ra 
Monopoly  prices  tend  to  Ijo  JuJjiLetod 
Clie  mouopollst  tlie  largOBt  net  iiicomu.  1 
what  price  will  yield  the  higl 


flirt  *v  tie     the  following  principles  may 
Mi^Kt^      1'  As  the  moncpoliet  deol 


ply»  he  tends  to  increase  the  margi 
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DIS 
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Hm^  III  n  ffiro  of  ten  conta,  600,000  fTaaflcngf^re  will  l>o 
cnri-ioil  in  tlio  cmirec  of  a  yunr ;  fttid  tbut  each  reduc- 
lloti  of  fnrea  liritigs  a  larger  trnfliCt  aa  represontcd  in  the 
tiiUlogivt'ii  liclow.  The  cffoci  uf  udcli  cIl&u^^  of  faro  upon 
tlio  net  revenuo  uf  tlie  uompan^  will  bo  qb  foUowe :  — 


to 

iVp^nffFrt 

Tnr4l 

VnrlBhi* 

Uf* 

FlUftl 

Nw 

tVrilFl 

bftainp 

k>V""ai^ 

Ikrolup. 

VLp>lt*M, 

lUnDiu, 

wo,rtoo 

f*yi,ooo 

fJS.000 

f^.OOO 

940.000 

»6,or« 

s 

«W.1M) 

«4.1NJ0 

I4.1NN) 

*n»ooo 

40,000 

ft»OTO 

« 

1  «1IHII1II 

P^.fUKl 

TWW) 

M,000 

4O.[)0O 

ifl^flon 

A 

itHXVum;) 

|iii>,oiin 

4l\000 

1W.OO0 

40Ltfn 

w.ocn 

4 

fi.win.iMK} 

IlM\l11K1 

fA*HH> 

ii^ftftO 

lOfiOO 

10,000 

S 

l.inU.ODi) 

VJO,*H"l 

a\oi» 

40.000 

40,000 

5,  Tlid  inlclliitpnt  motiopoliet  vill  not  chnr^  th« 
hlRht^t.  prtoos  that  he  Ofxjld  oomjvl  any  consumer  to 
)\ii\\  Ho  will  lowor  prions  whoiK^rr^r  tho  increased  dis 
mnn<l  will  mi>iv*  ihttXk  count^yrhalanM  LIjo  roduf^tion  of 
mtes  *nd  (*ie  inorc*5C  of  vnri&ble  expenses.  In  otir 
itlnM.mt.ii^Ti,  t\vf  cent*  is  the  fiirc  (baf  fid^s  tlir  larce&t 
n»>t  rptfliTiTs.  K«rl}»prm*»rti,  t.Tie  fiiod  chaises  ha^  no 
irffnf'n<N^  npon  ihc  [vrir«t.  If  a  fixi*d  tax,  Bftv  of 
♦10,000  ft  yr«r,  sIkwiIiI  lie  exAct«(^,  tlto  ffii*  would  not 
In-  rftiftixl ;  for  f"i^h  a  i?mir*i^  vould  diminish  the  ntH 
tfiiniinfl^  <Mit  of  wliic^h  a.11  iixcd  chains  most  be  paJd, 
mn^  the  tai  wouM  come  <^rit  of  the  not  monopoly 
mo.     On  the  other  huml,  a  varinhk  t*i.  sir  ©T  onw 

It  \itr  **i*fh  y»asiwn(!t>r,  would  incn^fL^te  the  variaWf 
*tprn»(*n  Hf^  Ihni   b  fare  of  sii:    cents  would  vield  lliB 

ffnt  n<*t  rptnmft,  Tit>:p8  on  the  not  re^&nme  of 
opolirft  cannot  he  shiftnd. 
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IL  GLaBfies  of  Uauapaliufi. 

g  202.  A  iDonopolj-  nia^  on^aato  in  the  po&aeBsioa 
^of  nire  pereoual  facullinB  and  acqiiiremcnta.  Evi^r/ 
free  person  has 'esduaive  disposjil  of  his  i.  p«*jn*i 
natural  or  acquired  powers;  but  If  metiy  ■wuum. 
other  people  posseas  the  same  facultioB  in  &n  equal  de- 
gree, no  ono  can  havo  a.  monopoly,  that  ie,  a  control  of 
the  BU]>pIy  of  the  services  that  liis  personal  abilities 
enable  him  to  render.  On  the  other  band,  txccptitmul 
ability  that  very  few  other  people  posses*  confers  upon  a 
person  a  suhataiitlul  monopoly  in  tbe  field  m  which  htA 
talents  lie,  A  famous  siagor,  an  exceptional  physician, 
an  author  of  peculiar  talent,  or  a  business  manager  of 
unusual  ability  may  enjoy  a  partial  or  nearly  complete 
monripoly  of  tbe  supply  o£  valuable  ser^'ices. 

§  203.    Other  private  monopolies  are  created  by  law. 
Formerly  kings  granted  to  pnvate  indiriduala  monopo- 
lies of  many  trades  anil    m^miifiirtures   in  a.  lecki 
return  forpaymenla  to  royal  treasuries.     At  ^°^^^^ 
the  present  day  patents  and  copyrights  ai*e  aoKwU"* 
forms  of  legal  monopolies.     These  are  intended  to  pro- 
mote invention  and  the  arts  by  sccurlni^  to  inventors 
ind  authors  osclusjve  rights  to  their   products   for  a 
limited   period  of  ticnfr-     Giant  monopolies  have  been 
created  behiud  patent  rights,  as  the  telephone  monopoly 
in  the  United  States, 

Governraeiita  may  create  publie  monopoliefl  of  certain 
industriea  for  the  purpose  of  deriving  revenue  from  such 
sources.     Fiscal  monopoUea  of  tlits  character  at  ill  osist 
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m   Europe,  where  tho  manufactures  of  tobacco.  Bait, 

Lez»i  and  matches  are  carried  on  exclusiyely  for 

rST      ^^^^    P^**^*'  ^^   various   governments-     The 

moDopDLcB.       United  States  Ihis  a  monopoly  of  tlie  postal 

business, —  a  monopoly,  however,  which  is  not  made  ft 

source  of  revenue. 

g  204h    The  use  of  land,  of  mines,  or  of  water  privi- 
leges, ia  neceasary  to  produotiuUp     Some  of  thcac  nat- 
ural  agents  are   narrowly  limited   in  au|>- 

\  natural  i  i  ■■    -  i 

moDOKUa^  Pv  '  hcnco  it  IS  easy,  eo  long  as  private 
a.  uoDopoJUf  ownership  ia  allowed,  to  monopoUze  them. 
Praetically  all  of  the  anthracite  coal  of  the 
United  States  ia  found  in  a  small  area  in  PennaylTania, 
and  it  has  been  posaiblo  for  the  ownorehip  of  these  coal 
fields  to  piaa  into  the  handa'of  a  monopoly.  Similarly, 
the  petroleum  fields  are  in  process  of  moimpoliEatiom 
Water  powers,  facilities  for  irrigation,  and  docks  giv- 
ing aecesB  to  navigable  wutera  are  often  monf^poKzedp 
Steam  railmads  sometimes  possess  terminal  facilities  in 
lari^e  cities  that  cannot  be  duplicated,  and  therefore  tend 
to  create  monopolies.  In  some  instances  street  railroads 
have  been  granted  locations  in  peculiarly  desirable  streets, 
so  that  they  mocopoliKe  the  larger  part  of  the  buainess  of 
their  cities-  Steam  railroads,  when  granted,  riglits  ol 
way  through  mountain  passes  or  narrow  river  s"all<*ys, 
poseesB  practically  exclusive  chanoele  of  communication 
between  different  sections  of  a  country.  In  these  cases, 
[monopolies  control  tho  su|>ply  of  commodities  or  services 
account  of  exclusive  ndvantBg:cs  of  location. 
i  second  granp  of  natural  monopolies  originates  in 
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the  necesaitT  of  corsuming  products  or  scmcea  in  con 
nection  with  the  plants  from  which  thej  are  RAtima 
BiipijlIeJ.     Gas,  w^ler^aud  electric  light  cm  ^31^ 
Imt  flupplieJ  lu  cuiisumer*  oiilv  by  exteiidifij<  dueiDMt- 
pipes  and  wires  to  places   where  the  com-  prBd&fuiB 
moditiea  are  used-     Such  things  can  bo  se-  ^^^l'^^ 
cured   only  from  corapaniea  owning  plants  ^^"^ 
in  the  immediate  locality  wlicrc  coneamcrs  Iitc*     TLc 
same  ia  true   of   ateam   and    street   ra^llroad   fncilities. 
Rnch  services  cannot  be  supplied  by  all  proi3iicerr(»  and 
cannot  be  imported  from  anotlicr  city  except  by  eiten- 
sionot  tlie  plants.     It  follows  thnt^if  two  g^a  or  electric- 
light  or  water  companies  attempt  to  compete  for  the 
trade  of  a  particular  IcKiality,  a  large  part  of  the  capi^a1 
i]:icd  in  the  rival  plants  will  he  nccdlcsaly  duplicated 
One  company  can  supply  the  entire  demand  of  a  city  far 
more  cheaply  than  two  can  do.     Tlie  same  is  true  when 
parallel  lines  of  railrond  compete  for  the  traffic  between 
two  cities.     Between  snch  points  one  company  can  give 
better  and  cheaper  service  than  two.     Whenever  compe- 
tition IB  trioJ  in  these  busmesscs,  the  rival  companies 
combine  sooner  or  later  to  form  a  monopoly-     It  will  bo 
difficult  for  readers  to  find  cases  where  effective  compe- 
tition lias  been  maintained  pGrmanentl^  m  the  water,  or 
goB,  or  electric-ligliting  business.     The  same  is  true  oE 
the  telegraph  or  telephone  biiBJness,  while  parallel  rail- 
roads have   UBually  bocn  combined,     Tn  these  natural 
monopolies,  if  has  genorally  proved  that  competition  re- 
sults iu  economic  waste  through  needless  duplication  of 
plants ;  that  competing  companies  cannot  give  aa  cheap 
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and  aatiBfaotory  serrico  as  a  ain^lo  oompany ;  and  that 
tbc  usual  outcomo  ia  the  formatioa  of  a  monopoly. 

§  2r}5.  During  the  last  twenty  jrcars  the  bnaiiiess 
world  has  been  startled  by  the  growth  of  giant  monopo- 
*.  ctFitiJiitic  ^^^^  ^^  many  industries  that  do  not  ap- 
"*•*"**""■  parently  faJl  under  auy  of  the  claaaea  of 
tindortakingB  proriously  doecribod.  Thoro  b  hardly  an 
iiii|rGrtaut  industry  in  which  attempts  have  not  been 
modo  to  estahlish  combi nations.^ 

The  $imple9t  attempts  to  form  monopolies  consist  of 

Bgreementfl  between  a  niimber  of  produce!^  to  limit  the 

product,  to  maintain  fixed  prices,  or  to  ap- 

nriiAiatiM^   pojnt  common  Bolling-agenta.     These  agree- 

soaiM.ua        iQontB  Siro  seldom  liv(^d  up  to,  and  mutual 

''"'*'  auspiciou    among    the    members    generally 

breaks  them  up.     Yet  a  "  friendly  agreement  "  between 

four  large  beef  packers  iu  Chicago  has  gufTiced  to  build 

up  a  praeticul  monopoly  of  the  cattle  and  meat  bitsinesn 

of  the  United  nStatca,     In  othor  cases,  where  the  number 

of  parties  to  the  agreement  has  been  small,  this  form  of 

combinatioa  baa  created  virtual  monopolioa.     A  second 

and  more  formal  organization  ia  the  '*  pool,"     Thia  ia 

estuhlmhed  by  a  formal  agreement  to  maintain  pricc9,  ic 

which  the  jmrtiea  agree  to  divide  the  territory,  to  divide 

the  buaineflSTOr  to  divide  the  cHrninga,    Pools  have  been 

&immon  Jn  the  railrond  buaineaa,  but  have  existed  else- 

wliere,  aE^  in  cases  where  nominally  competing  gas  coni- 


J  See  VownAi-LH/*Tnifltji/\l28-337i  LLoro,  "W«dih  agmlnat  Com- 
mon ws^ltli/'  ApjiflDdin,  — ft>r  partial  liaU  gU-mg  about  (our  hundred  at< 
tomptB  Bo  form  monopoLiot. 


CLASSES  OF  MONOPOLIES. 


317 


panieB  agree  to  serve  aeparate  dietrictis  in  a  city,  and  not 
to  encroach  upon  each  other's  territory.  Pix;le  have 
often  enough  been  brokca  up  bj  the  mtitual  dietniet  of 
the  membera  ;  for,  if  one  partj'  to  the  pooling  agreement 
breaks  it  while  the  others  keep  their  promiseB,  he  niay 
iDa,ke  large  profitB.  Tln^  (liniciilty  ia  intensiried  in  this 
country  because  tlie  courts  have  refused  to  enforce  pool- 
ing contracts,  regArding  them  as  in  reatraint  of  tr^ide 
and  opposed  to  public  policy.  In  a  third  form  of  com- 
bLtiation>  the  trust,  monopolists  fuialLj  secured  perma- 
nent understanding  and  union  of  interests  among  all 
meioberH.  Trusts  were  foiuied  by  having  competing 
corporatiouB  pUee  a  majority  of  all  tbeir  stock  in  the 
handfl  of  a  boai'd  of  trustees.  Tbeae  trustees  managed 
the  busiiieas  of  tlie  several  corporations,  and  secured 
harmony  oi  action.  The  original  stockholders  received 
trust  certificates  in  exchange  for  their  stock,  and  re- 
ceived dividends  proportionate  to  the  ccrtilicatea.  The 
Standard  Oil  TruHt,  formed  in  1382,  was  the  earliest  and 
most  successful  trust.  Coiirta  finally  decided  that  cor- 
porations had  no  right  to  surrender  their  stock  to  truH- 
tees,  such  action  being  ultra  virei.  Between  18S8  and 
1892  many  states  paaeed  '*  antitrust  lows  "  and  Congress 
placed  such  an  act  upon  the  statutes  of  tbe  United  States, 
This  hostility  of  the  courts  and  of  public  opirion  led  to  a 
formal  dissolution  of  trusts*  But  dianolution  meant 
simply  a  change  of  form.  In  some  cases,  one  large  cor- 
poration bought  out  the  smaller  corporations  composing 
the  trnst.  In  others,  a  few  large  corporations  were 
formed,  in  each  of  which  the  original  monopoliBtB  owned 
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a  rjjiijoritj  of  tlie  stock.     Tlie  Standard  Oil  ComUnatioB 
now  operalea  in  tins  funit. 

The  fcrmntion  of  mojiupolIcB  in  nearly  &11  induBtries 

hue  been  attrLbuted  to  tJie  mHuence  of  modern  cupitul- 

irUg  production  :  hcoco  tbe  name  fapiialistU 

apiumtiG      monopoliea.     The  striking  faclfi  ol  moJei'n 

BstiavuM.     buBini'sa  are  tlio  growth  of  large  caj/itala  aud 

tha  eon  centra  Li  on  of  production  {g  100  to  §  103).     It  \b 

allcgod  th&t  tlie  formation  of  monopolios  in  industries 

whuro  largo  Jixod  capitals  are  required  is  tho  natural  ro- 

aiilt  of  tho  forcoB  that  havo  led  to  tlic  replacement  of 

small  establishments  b;  large  cnterpmca* 


Ixteatof 

LlUlHllCA. 


IIL  G«ner&1  Ckiiuiiileratiini  Concendnff  Uodem  Uoaopolim. 

g  206,  Combinations  of  various  sorts^  enjojing  partial 
or  nearly  complete  m^^opolles^  are  attempting  tu  contiul 
tho  nationa^  markets  for  sugar,  matches, 
starch,  beef,  liour,  alcohol,  tobacco,  cracki^ra^, 
coftl,  petroleum,  cotton'Seed  oil,  lliiaced  nil, 
glass.  pHj>[!r,  ndiher,  leather,  steel  rails*  wiro  nails,  tncks, 
shovels,  chaiJis,  anthraoite  coal,  and  other  products; 
while  local  monopolies  exist  in  many  other  iiidListfies. 
In  the  field  of  the  natural  monopolies  tliero  are  tele- 
graph, tciophone,  and  cxproaa  monopolies,  organised  on 
A  national  scale ;  while  the  gas,  street  railway,  water 
supply,  and  electrio-ltghlHing  industries  are  given  up  to 
local  monopolies  or  opicntted  as  municipal  enterprises. 
Tho  conaolidatEoii  of  lailwaya  is  i-apidly  throwing  the 
control  of  the  national  highways  into  the  hands  of  a  few 
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great  railroad  eptems.  We  must  realize,  thei-ofore,  that 
monopoly  IB  one  of  the  commoD  faote  of  modern  bvisi- 
ncaa^  and  that  its  influence  for  good  or  for  bad  rcEtclies 
itilo  ncarlj^  all  blanches  of  eoonoinio  &cli\ity. 

g  207.   Moat  of  these  combiuatlons  posneBs  several  of 
the  elements  that  produce  monopolies.     The  Standard 
Oil    Combination   claima    to   have  valuable 
patents  that  havo  cheapened  and  imjirored  Dftbcx 
ita  products,  and   poascsaes  elcmeota   that  '°*"'°"*'^'* 
niiike  it  a  legal  monoix)ly.      Also  it  claims  to  have  real* 
ized  all  the  economies  that  come  from  produclion  on  a 
large  scale,  and  bo  would  be  considered  a  capitalistic 
monopoly,     Again^  it  has  been  greatly  aided  by  its  ex- 
clusive control  of  tlio  pipo  lines  that  conduct  oil  from  the 
oil  ficIdB.    ^inco  the  oil  fields  are  limited  natural  agcnta, 
the  possesaion  of  the  pipe  lines  introducea  elements  of 
natural  monopoly.     Theao  feature?  are  commou  to  moat 
monopolies.  i 

g  208.    Many  natural  raanopolies  have  been  given  ei- 
cluawe  franchrsea  that  make  them  legal  monopoUeB  as 
well  as  natural.     It  has  been  denied  that  tho  ,_  ,    ,,, 
other   combinations    arc    monopolies,   since  eHitenca*! 
they  do  not  possess  any  legal  grants  of  ex-  °'"^*^  **" 
clufiive  privileges.     But  sacb  a  denial  rests  upon  a  nar- 
row definition  that  confines  niono|xjly  to  tlio  meaning  of 
a  legal  monopoly.     Even  then,  a  patent  right  would  ho 
admitted  to  be  a  monopoly  privilege ;  and  most  comhina- 
tioits  are  intrenched  behind  patents*    But  the  real  test 
of  a  monopoly  ia  the  power  to  control  the  supply,  and  this 
uriginatea  in  other  oauaea  bcaidos  exclusive  legal  grants. 
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5  209,   An  absolute  monopolyT  or  sbaolute  control  of 

supply  and  pricea,  seldom  or  never  exists.     The  power 

AtaDinieme-    of  tIkO  luonopolbt  LS  limited,  first,  by  tlicfaot 

■Sflin^ttEir  ^^^^  ''''*  often  poaBiblo  for  coasumcra  to  find 


aiibstitiitaa  for  the  monopolized  commodity. 
The  possibility  of  using  oil  limits  the  ^wer  of  the  giia 
niono[>oly,  and  ihe  aJteruative  of  u^ing  otln^r  foods  wcuild 
limit  the  power  of  n  flour  monopoly.  If  the  nrtlclo 
monopolized  is  not  a  necessary,  people  might  coaac  to 
use  it  tit  all,  and  thus  an  increased  price  might  bo  ua- 
profttablc.  Finally,  c^ery  monopoly  la  thrcat<;iicd  con- 
fitantly  by  investments  of  Dew  capital  in  the  business 
which  it  controls.  As  prices  are  raisedf  inducements 
for  outsiders  to  invest  capital  ara  increased.  It  ofl^n 
paya  better  to  keep  prices  from  becoming  so  high  aa  to 
tempt  outside  capitalists. 


IT.   The  Problem  of  NaturaJ  Honopolietu 

§  210.    Disinterested  wrii^ers    practically    agree  that 

permanent  competition  is  (Lnpuaaible  in  industries  that 

imwBiibUitj    ^^^  natural  raono^wlies-     The  reasons  have, 

Dfcovpcutioa  ijgg,^   made  clear,  and  it  remains  to  refer 

Is  DAtnrv 

iiKHioToU«>     to  the  public  policy  that  should  be  pursued 
in  respect  to  these  undertaking^. 

5  211,    Pcrsoug  interested  in  water,  gas,  street  railway, 

electric  ligUtin^,  and  railroad  companies  sometiniea  urge 

PriTiiieiFwiu  ^^^*  pnvate  ownership  |renernlly  works  weH, 

pjBttiiiiBd       and  is  the  best  policy  for  the  future  ;  that 

the  law  should  leave  pnvate  companies  alono, 

Bince  it  is  for  the  intercat  of  tlio  ownera  of  such  propertr 
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to  give  tbe  bc5b  service  at  reaaonable  prices.  But  tliG 
public  lia^  found  ttiat  these  induatpnes  iiauallj  become 
mGnopolieB,  anrl  that  there  hnve  beRTi  mnny  flbuHca  in 
their  manageniGnt,  Such  enterprises  prove  very  profits 
able  in  tho  long  run,  aad  become  more  valuable  with 
evorj  increaBO  of  population  and  publio  wealth-.  Espo- 
Irionce  shows  that  private  conipftnu's  usually  keep  ratca 
at  the  point  that  jielda  the  highest  net  returns,  a:id 
conceal  the  large  profits  by  meana  of  stock  watering- 
Nov^  Htich  monopolies  depend  npon  franchises  seciimii 
from  the  public,  and  people  are  inclined  to  hold  that 
companies  receiving  valuable  privile^s  should  not  exact 
monopoly  prices  and  realize  enormoao  protite  at  the 
ospcnac  of  the  public  that  confers  the  right  to  use  streets, 
to  lay  pipes,  etc,  MuoicipalitieB  have  Lcgna  to  regulate 
natural  monopoUes.  The  present  tendency  ia  to  require 
reasonible  pHcefl  and  good  service,  to  prevent  stock 
watering  and  the  concealment  of  prorits,  and  to  oblige 
private  corporations  to  pay  for  valuable  franchises.  Tliia 
tendency  is  of  recent  development,  and  too  often  valuable 
franchiaes  have  been  given  away  to  private  oompanica 
that  bare  oppressed  the  public. 

§  212.    Many    aulhoritiea   favor  pnblie   ownership  of 
natural  monopolies.     Sucli  writers  call  attention  to  the 
notorious  corniption  of  city  and  state  officials 
by  private  corporations   Ucfiiring  to  secure  ofpaWc 
franchisee.      They   demonstrate   that  euar-  ^        ^' 
moua    waatea   have    occurred    through    allowing    rival 
companies  to  duplicate  husineBs  plants,  aiid  that  iisnaMy 
the  competing  companies  have  consolidated  and  formed 
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niunopolJes-  The^  show  that  the  moiiopolj  prices  charged" 
hy  prirate  companies  are  often  excessive,  and  form  a 
public  burden.  Therefore,  they  hold  that  sound  poHcj 
rcquirea  that  we  Bhould  reco^Lzo  competition  to  tw' 
impoa&ililo  ill  thcso  industricB  ;  that  munioipaliticB  should 
asaurac  ownership  of  these  ent^^rprises  as  fa&t  as  poa^si-* 
ble;  ftnd  thateucli  a  policy  would  dimhn^h  tlie  political, 
corruption  that  Lhrentena  the  gorernmcnta  of  all  liia 
miinfcipalittOH  of  the  coiciif.ry. 

To  this  the  tidrociLles  of  private  ownership  object  that 

piiblio  ownership  \%  socialifitic ;    that  city  governmeiita 

ArruKaa      cannot  manage  business  enterprises  success- 

Jht*""      fully;  aad  tliat  poor  and  oxpcnBive  service 

ownentip.      would   result,     TIjc  charge  that  municipal 

ownership  is  socialistic  is  as  true  as  the  charge  that 

municipal  ownership  of  streets,  parkn,  and   sewers  is 

ociah-itic.     The  public  cures  nothing  about  tlie  nuiuo 

fted  to  characterize  municipal  ownership,  but  will  con-^ 

flider  the  results.     Mauy  cities  own  water  works,  parks, 

public  libraries,  and   many  other  institutiona  that  are 

BocialiBtio ;  and  find  such  a  policy  bcnoficiaU    The  second 

harge  is  important.      Under  inefficient  methods  thafcj 

ften   prevail   in  our  city,  state,  and  national    goveni- 

ents,    public    ownprship    would    prove    less    elUcient 

lan   private   ownership  at  its  henL     Yet  there   is  no 

need    of   municipal  management  proving  inefficient   i£| 

people    soriouttly  desire   to    secure    efficient    municipal 

goverumcnts. 

Many  European  cities  manage  aucces.sfuily  local  mt>- 
opoliea.    In  this  country  hundreds  ol  municipaUtics  own 
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their  water  works,  Dud  manifest  a  desiro  to  extcud  publio 
ownership.  Gaa  works  are  owned  hy  a  fow  uperimeBti 
cities,  while  municipal  ownership  o£  electric-  "^J^ipiG 
ligliting  phiits  is  morecumiuoij.  The  results  ownerfUp. 
of  publicowoersjiiijof  gaaaiiJ  electrie-'lightiiig  plants  have 
been  that  some  undertakings  hnve  beeu  very  succoBsful, 
otliors  lia^e  proved  fairly  satigfactory,  ae  much  bo  ab 
average  privtito  gwuerehip,  while  aamo  hUTc  been  poorly 
conducted.  Success  or  failure  baa  usually  depended  upun 
local  couditiona,  generally  upon  the  pofisihility  of  aecuriug 
honGAt  local  goveniucnt.  In  cities  whera  munidpal  ofB- 
cinls  are  allowt^d  to  plunder  ih^  puUic,  it  is  prohablo  that 
niuuieipal  ownership  would  prove  lesa  sucec^sBful.  It  baa 
been  demonstratiid  that  natural  monopolioB  are  usually 
enormously  profitable  vrljen  private  companies  arc  allowed 
to  fix  rates,  while  municipal  owaerahip  furnisLea  lighting 
f^litiea  at  lower  prices  than  private  compaines  usujUy 
charge.  Little  haa  been  tlom'r  in  Llur  diri^i^liim  uf  puhlic 
Dperation  of  street  railways  in  this  country.  Advocates 
4)f  public  ownership  bold  that  at  present  it  may  bo 
advisable  for  muuicipalltios  merely  to  limit  franchiacB  for 
street  railroads  to  periods  of  twenty  or  thirty  years,  and  to 
make  private  companies  pay  a  fair  return  for  the  privi- 
leges granted  tbem,  or  reduce  fares  to  about  a  tliree-ceub 
biiais.  Large  citifs  conld  nndniibtedly  pay  a  lar^e  part  of 
their  DXpeu^M^s  out  of  the  receipts  from  public  frQuehtses, 
or  could  insist  upgn  material  reductions  in.  the  prices 
charged  by  natural  monopolieB.^ 

^  For  dio  experiflDca  oF  niiiiiii.'i[)nJitioB  with  the  ownership  of  rach 
moDopoliet^,  Htii  6stw,  MuuiVipiii  GovttTtimfiat  En  Great  Britain^  Mnnt 
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Steam  railroadB  aro  natural  monopoHeB,  since  tliey 

enjoy  monopolies  of   locatioji,  and  since  their  aervicea 

_  innat  bo  used  in  connection  with  tJieir  nlants. 

Tlvcur  Dl  .  .         ,  ^ 

Ktaoj  Comjjeiiiiou  Is   possible  only  at   competing 

points  reuclied  hy  mm-o  than  one  line  of 
road.  But  railroada  pc^acsB  also  tbe  charactcristica  of 
capitalietic  inonopoUea  Binee  tbej  rcqniro  boavy  invcet- 
monts  of  fiscd  capital,  and  thoroforo  mako  it  possible  ta 
etTcot  earinga  hy  combining  email  roads.  Public  owner- 
ahip  of  railroads  presents  mauj  more  diOicuItiea  than 
municipal  owiierflhip  of  local  monopolicH.  But  experi- 
ence aliuwa  that  private  ownership  reRultfl  in  serious 
evila>  Tbe  chief  of  these  have  been,  diahoueat  manage- 
ment  bj  a  ring  of  apecnlators,  atock  watering  and  ovor^ 
capitalization  bo  groat  CLS  to  make  it  iuipoaaiblo  for  many 
roads  ever  to  pay  interest  and  dividends  on  their  oscesft- 
ivo  capitalization,  and  discriminations  in  ratcf^  that  hwfb 
mined  individuals  and  localities  in  tbe  interest  of 
favored  sliip|)ers  or  IrjcaliticB.  Realizing  these  orila, 
the  public  has  inaiat^d  that  the  atatea  and  the  national 
government  shall  exerciae  control  over  the  traii9[J0r- 
tation  buainesn.  This  control  has  constantly  increased, 
and  is  certain  to  be  enlarged  in  the  future.  Apparently, 
tlie  people  of  the  United  States  intend  to  try  all  other 
methods  of  public  control  of  the  national  highways  be- 
fore attemjitijig  national  ownerahlp- 


Dipol  Gcvemmmt  in  ContinetitiJ  Europe  ;  ErtBEWATBK.  Cut  Statlctfcs  «f 
IHiblic  liltectric  Lighcirg  -.  BRdrfi,  MDuk'tpiU  Owui^rship  of  Ou  in  the 
tlniUnl  Btatn;  Jhilkb,  Iti^laLiifii  uf  tbu  Modtun  MooiupAlitj  ba  tba  Gas 
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V.   CjipitftUstic  Honopolxaa. 

§  213.   Capitalialia  motLi>poliea  are  so  tiuineroaB  and 
powerful    Ibat  tliey  muMt    lie  cnnsiJeied   a  Eeuuitv 
common  feuture  of  Llie  economic  life  of  to-  *^1J]]^ " 
day*     Differetit  reaaona  bare  been  aBsigned  nwnapoUrt. 
for  their  growth,  and  we  muat  consider  tho  esplarm- 
ticjiis  odranccd. 

§  214,  It  ia  aaid  that  modem  compotition  has  becomo 
fiercer  tlian  ever  before.  Tlie  growth  of  large  capitals 
narrows  tlie  competing  parties  down  to  a  ThewiutcB 
few  large  competitors.  Enormoiie  aiims  are  ^jJ^oV^'"^ 
spent  in  advertising  and  Belling  goods,  so  coini«auM. 
that  competitioo  produces  great  wastes  in  effecting  salee. 
A  union  of  competing  firaia  saves  thcao  espeuacs,  and 
enables  goods  to  be  sold  at  lower  prices.  Competition 
does  not  mean  lower  prices,  for  tlie  wastes  incurred 
under  it  oblige  prices  to  be  kept  at  a  higher  level. 
FiirthermorOj  competition  between  large  enterpriaeR 
often  becomes  commercial  warfare.  Competing  firms 
fielL  i;(K>ds  for  leas  than  cost  in  order  to  emsh  out  com- 
petition and  to  extend  their  markets.  This  cut-thioat 
competition  sometimes  lasts  for  mouths  or  even  j'eara, 
In  the  end  Bmaller  concerns  are  forced  to  the  wait,  and 
the  large  companies  remaining  combine  theii;  forces  in 
order  to  prevrnt  ruinous  competition  in  the  future. 
Undoubtedly  the  desire  to  slop  thcac  enormous  losses 
has  led  to  the  formation  of  many  combinations.  Finallj, 
whenever  large  fised  capitals  are  invested  in  a  business, 
it  ia  difficult  for  independent  cstablishmcnta  to  reduce 
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tlieir  oiitpnts  whenever  tlie  supply  bec3mea  bo  great  as  to 
lower  prices  below  Ihe  point  where  thev  ci>ver  expenfleB 
of  production  (§  12T).  Such  conditioua  favor  the  forma- 
Lion  of  00  nib  illations,  which  can  reduce  tlic  output  of 
eocb  cstabliahmcnt,  and  rcdtorc  paying  prices. 

§  215.  A  Bccoud  explaaulion  of  nionopolioa  ia  that  a 
combiuatiou  can  accure  all  tbs  eeonomles  that  come 
Econcniiaiji  f^om  production  on  a  large  scale.  Some  of 
pro^iieiiDii.  ^g  greatest  monopolies  claim  that  they  hate 
ohoapcncd  tho  coat  of  producing  commodities.  Thia 
diibject  has  been  diflousacd  elsewhcro  (§  100"§  103). 
Experience  provea  that  large-scale  production  does  lead 
to  more  econotnical  productLon;  but  it  haa  not  jet  [jrored 
IJiat  a  crtmpleto  iiioiiupulj  ean  aeciire  iminj  material 
advantages  in  production  over  independent  onterprisos 
large  onoii^'h  to  socm^e  full  efficiency  of  plant.  Some  of 
the  gteat  combinations  have  effected  economies  In  pro- 
duction.^ Yet,  indepondcnt  ostabli^hmenta  compete 
With  the  largest  monopolica  so  effectively  timfc  they  are 
crushed  only  by  foul  means.  We  have  not  enough  data 
at  present  to  cuahle  a  final  ilecision  to  bo  formed  on  this 
question.  Whenever  the  great  comhinations  sJiall  tie 
able  to  malce  a  profit  from  selling  at  prices  so  low  aa  to 
makoit  imposailile  for  independent  producers  to  compete 
on  equal  terms,  then  all  will  have  to  admit  that  monopo- 


1  Monopolies  mar  combiuo  their  patents,  w>  tfaat  tverf  prKarm  \a  p«T- 
foE-QHul  wLUk  Lie  iikiJiti  ii|»Eiro^ei]  ftpplJAucco.  Yf<t  brga  laiJc-pr!iic]flut  mitier- 
priuB  may  at  aiit  mnmi*nt  Fccnre  nvw  in^tfinliiu,  Moui'iinllpd  may  hnj 
thoir  ra«  materialfl  Homenb&t  cheajioc,  siui'e  ihpy  tnn  "rflor  verj  larga 
quaaLitIca  at  a  timo.    The  fiCodfLl  will  find  Ulq^d  qut»li<fDa  diAciUHd  la 
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lies  poaaess  grcator  advantages  in  the  more  work  oi 
production.  Manifeafcly,  however,  the  poBseaaioE  of  supe- 
rior fatiilltlL's  ca.Tinot  be  proven  by  tho  fact  that  monopo- 
lies crush  indepeiidt;nt  [irodiicers  by  selliDg  at  a  loss  until 
tbe  Bcaaller  coni[)utitorB  are  ruined.  ItmiiBt  be  QdiDitlr&d 
that  the  day  of  production  on  n.  amull  scale  is  psst.  But 
the  question  ie  concerning  tho  greater  economy  of  mo- 
uopolicd  over  indo{>ciideat  largo-scale  production. 

§  216-  The  growth  of  the  greatest  capitalistic  mo- 
nopolies haa  been  aided  by  allianceQ  with  natural 
monopolies,  especially  with  raiUoada.  Tbe  uiuwciof 
Standard  Oil  Combination  haa  always  bad  X'^.Tir-i 
the  aid  of  railroads  in  crushing  competitors,  monopoiia. 
Independent  refiners  were  charged  hitibtr  freight  rates 
at  first>  and  the  eiccss  over  the  normal  rates  was  paid 
to  the  Standard  Oil  Combination.  This  was  exposed, 
and  tho  contracts  with  the  railroads  were  eUtnsibly  can- 
celed- Bnt  a  contintmiu*  line  of  eTidence>  extending  to 
the  very  mouth  in  which  this  is  written,  shows  that  the 
oil  monopoly  lias  always  received  aesistance  from  the 
nulroads.  So  with  Lbc  dresscd-meat  combination.  A 
Congressional  investip'ation  showed,  in  1888,  that  freight 
rates  vrest  of  Chicago  encouraged  shipments  of  cattle  to 
that  cit-y.  After  I'eaching  Chicago,  the  truuk-line  asfto- 
elation  refused  to  haul  cars  of  private  shipjwrs  to  New 
Tork,  flo  that  the  cattle  had  to  be  unloaded  at  the 
stock  yards  coutrclled  liy  the  four  groat  packing  houBes, 
Then  the  meat  combination  received  a  miTeage  allow- 
ance of  nearly  5200  per  annum  on  each  car  used  in 
shipping  their  products  to  tho  Eaat.     Fluallyt  some  of 
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the  rRilro[ids  rtifiijted  to  carry  cattle  for  local  butchers 
vho  would  not  sell  the  dressed  beef  of  the  great  com* 
bui&tiou.  Tlieae  are  b_v  no  means  exceptional  instances, 
and  tbcj  ahov  how  allianc&0  with  natural  moDopoliefl 
bare  served  to  liulld  up  coiabinations. 

§  217.    The  opponents  of    a  protective   tariff    have 

declared  that  tnirtts  in  tho  United    Slates  have  been 

BeiitiMJrf      due  txy  the  eicluBion  uf  foreign  compttition 

S"X^"  by  our  tariff,     Tlie  formation  of  a  monopoly 

18  easier  when  the  poasibitity  of  foreign  com- 

ition  is  excluded;  and  it  ia  poa&ible  to  aliow  that 

■me  combinations  have  profited  iu  this  waj-     But  the 

underlying  causes  of  monopolies  reach  deeper  than  the 

riff,  which  haa  Inscn  merely  one  circu  in  stance  that  may 

havo  favored  their  growth. 

§  218.     Much  of    the   opposition   to  monopoliGe  has 
been  duo  to  their  unserupuloiis  and  criminal  methods 
of  oniahing  competitors,  and  securing  privi- 
ar»mc  leges  from  the  govcrnmcntn     Some  of  them 

moDopo  »  have  conspired  with  railroada  to  prevent 
competitors  from  using  tlie  national  highways  on  equal 
terms.  Some  have  iiir^d  ajjents  to  destroy  tlie  property 
of  their  rivals.  Some  bate  corrupted  city  officials,  stato 
legislatures,  and  couile  for  tbo  purpose  of  accomphsb- 
'\n%  their  ends  ;  and  their  Biiiistor  inftncnce  has  been  felt 
rejxiatcdly  in  Corgresa,  Furthermore,  the  stocks  and 
bonds  issued  by  the  corpomUons  comjioBiTig  some  mo- 
nopolies have  been  "listed"  upon  the  stock  eicclianges. 
In  many  such  casoa,  the  managers  of  the  combinations 
havo  indulged  in  the  very  worst  practices  known  to  the 


FINAL   CONSIDERATIONS. 


829 


exchangca,  in  order  to  make  money  by  monipulatioa  of 
the  stock  market.  Manftgcrs  frequently  have  gambled 
in  thuit  stocks  to  the  extent  of  neglecting  the  real 
interest  of  tlieir  companies,  and  hare  caused  iiiljULte 
demo raluatj 031  in  the  legitimate  work  of  the  e.vchangoa. 
Many  honorable  men  have  been  connected  with  combina- 
tlnna^  and  it  must  be  distioctly  stated  that  the  charges 
above  ctmmerated  cannot  be  bronglit  agcinBt  all  mouopo- 
liats.  But  the  evil  practices^  of  many  of  the  largest 
monopolies  have  been  80  flagrant  that  honest  men  Jind  it 
dhTictilt  to  form  deUijerate  and  imparLial  judgments  con- 
cerning tlte  eccmomtc  aspects  of  combLnatioiks.  Hut  the 
atudeut  of  economics  mu9l  put  aside  all  prejudieesT  how- 
ever natural  and  justifiable ;  and  must  consider,  coolly 
and  impartially,  ttto  purely  eoonomie  advantages  or 
weaknesBCS  of  monopolica. 

TL     Final  Consideratiens  Coneaming  UoEopolla. 

§  219.    Willie  it  is   iinposBible  to   forecast  the  future 
with  ni^curncy,  it  is  [ta^^ible  to  emp]iasi:te  certain  facta 
concerning  our  esperience  with  capitalistic  cifitBu^u: 
monopolioB  up  to  the  present  moment     It  mon^Ji^iwt 
13  certain  that  moat  attempts  in  tliis  dtrec-   mdibsoinie 
ti on  have  failed.    The  misuccesaful  monop-  ""'^^ 
olistic  enterpriees  have  outnumbered    the    Buccessful, 
while  the  latter  hare  constantly  been  confronted  with 


I  llea^lDm  vl!l  nnd  in  the  rorigrp.<jiioitD]  nail  iLata  rnvmtlL*n^nnB  ttt 
trriits,  ritcd  n[  (he  vml  of  this  clioptt^r,  nil  (innrmona  rnnrntnt  of  cvideiic« 
nlotiog  to  tlieae  nbui4i?«-  Et'Sry  guud  citis^u  i^honli  read  H.  D.  Llotd, 
"  Wealth  AL;4iijpt  CoRinionveaUh,"  for  Jiu  Accoarili,  enpportod  ^jy  dotailod 
evidence,  or  tha  criLuIaal  mebhoda  uf  aoinc  moijupoHes^ 
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new  independent  enterprises,  Ouly  in  a  minoritj  of 
instances  have  coinbinationB  acquired  an  cfTective  con- 
trol of  prices,  xvhile  tliey  hare  never  been  able  to  drive 
all  independentb  out  of  bUBiness, 

This  hae  been  duo  largely  to  the  pressure  of  new 

CQpitnl  seeking  for  inveatmcnt.     Tiiia  is  a  mighty  force 

iu  the  United  States,     A  monepcly  must  not 

of  capiiii  (or   ojily  c<]ntrol  a  rnnj<3rity  of  the  eupply  ftt  tlic 

Tciimeni.     ^-^^^  .^^  .^  formed,  but  miist  deal  with  dotens 

of  future  competitera.  Whenever  prices  have  been  main- 
tainod  by  a  combination  at  ati  unjsually  profitahle  leveli 
new  capital  has  invariably  flowed  into  that  busineea. 
Many  of  those  new  enterprises  ace  established  with  the 
purpose  of  forcing  the  monopoly  to  buy  tlicm  up  at  good 
prices-  Orhera  find  it  profitable  to  sell  tlielr  prodiielH 
at  tlie  high  prices  established  by  the  monopoly,  but  arc 
likely  to  join  the  combination  in  the  end.  Many  of  tlio 
attempted  monopolies  have  aimed  solely  to  limit  tlio 
flupply  tnd  to  raise  prices.  Such  have  fallen  under 
attacks  fi'om  new  competitoi's  attracted  by  excQsaiv^o 
pricee. 

§  220,   Tlie  successful  combinations  have  been  those 

thftt  endeavor  to  efTeet  savings  in  producing  and  mavket- 

KiintTwuei      ^"^K  *l>^^'r  products,  and  to  sell  at  prices  that 

■Dflprica.      oSer  leea  inducement  for  attacks  by  outBido 

I'Onpital.      The   Standiird   Oil    and   the   Sugar   Refining 

Combinatioiis  hare  reduced  the  prices  to  consumers,  and 

eAhibit  statistics  to  prove  this,     Tjje  student  uueda  to 

remember,  however,  that  the  prices  of  all  commoditieB 

hftve  fallen  during  the  last  twenty  year^^  and  that  the 
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cliarg^cB  for  refining  oil  and  sugar  have  decreased  rery 
Hfiglitly  since  tbe  formation  of  these  monopoliea.  On 
the  whole,  combmations  have  prevented  their  products 
fi-OLu  falling  in  pnco  as  fast  as  the  great  maaa  of  com- 
moditica.  They  sell  at  monopolj  prices,  that  is,  prices 
that  jield  the  brgefit  net  returiift»  except  when  forced  to 
lower  prices  in  order  to  meet  or  prevent  coun^etition. 

§  221.   Some  of  tlie  oppoucnta  of  monopolica  declare 
tJiat  they  Limit  production  aud  raise  prices  vnriotuTiewi 
through   the  artificial   scarcity  which  tUej  "^^J^^ 
crealo.     These  opponents  consider  monopch  nmoo^iw^ 
lica  to  be   artificial  olmtructions  to  compctitioD^  which 
the  lav  should  awcep  away. 

Other  ^rriters  hold  that  capitalistic  monopolies  arise 
mainly  by  alliuncea  with  iratural  munopuliea.    If  natural 
mououolieB  shonld  bo  controlled  hv  goTern- 
ment  so  that  the  rest  of  the  field  of  industry  tM  uAtnni 
should  be  open  to  all  on  equal  terms,  theae  ™™*""*' 
writers    believe    that    other  monopoliea  could  not  bo 
maintained. 

Other  economlats  take  a  more  favorable  view.  Tliey 
admit  the  abuses  that  arise  from  alliances  of  capitalistic 
and  natural  monopolies,  but  hold  that  the  AmnefiTvi^ 
esplnnation  of  tlie  groAvth  of  combination  a  is  ■*"  ^'"■ 
that  tlicy  avoid  the  wastes  of  competation  and  eecyro 
oconomico  in  production,  Theao  savings  represent  e. 
gain  to  Hociety;  and  a  wise  policy  will  preserve  this 
gain,  while  minimizing  the   evils  of  monopolies. 

Finally,  socialists  believe  that  monopolies  are  euperior 
forms  of  organization  that  are  destined  to  prevail  in  oil 
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inJiistnee.     Competition  la  no  longer  poBBible.     Whea 

Tbeviewflf     ^^^  indiiftLries  fall  into  the  control  of  giant 

"^'■^^'*-       monopolies,    the    government    will    assume 

the  ownership  of  tbeee  combiofltious.     This  will  me&u 

compJctf}  flocisliam. 

Theae  conflicting  viewe  present  the  most  difficult  prac- 
tical problem  that  confrontu  economiBta*  There  can  he 
DiukdJirot  ^^  <iouht  of  the  impoasibilitT^  of  conjijetitioo 
ibeprotiun,  j^  natuial  mimopi^lies.  Therefore,  the  qiies' 
tloa  of  the  future  of  capLltilistic  mouopalies  raises  tha 
entiro  question  whether  competition  will  he  poasibh  in 
tiny  /'frfi  of  the  iusines?  xeorld.  This  problem  ia  be- 
ing pushed  to  the  front  hj  evorj  new  combination  of 
capital. 

§  222.   No   ono   denies  that  a  monopoly   places  im- 
mense power  in  the  hands  of  the  nLonopoHsL     Capltnl- 
iBtic  raonopoliea  have  proved    objectionable 
Out  mnupoLr  because  they  load  to  ^rone  abuses,  and  the 
public  has  03  yet  no  guarantee  that  monopo- 
liBta  will  not  abuse  their  power  in  the  future. 
For  this  reason  many  people  favor  the  immediate  aboli- 
lion  of  all  auch  comhitiationB  by  law. 

OUier  writers  hold  that  coTiiiiliitiliona  offer  tb<J  most 
economical  nrgani7,ation  of  production^  and  that  it  le 
^^  unwise  and  useless  to  attempt  to  suppreea 
them.  Society  baa,  however,  the  right  to 
regulate  monopolies  and  to  prevent  irrespon- 
Bible  abuses  of  their  power.  Legal  regulaiions  may 
oblige  all  combinations  to  fuyniah  a  aatlufaclory  supply 
of  commodlLiea  at  reaacnable  prices. 
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AgaLii,  it  ifi  argued  th^t  no  combiBatioii  can  fiuppre-Bn 
CDiapetltion  permanently,  and  provpnt  it  from  SBsuring 
t.i>  BocieU'  proud   fieivice  at  fair  prices.     A 

,  ,  ,  Tbepenlrt- 

complete  monopmy  votilil  not  dostroy  the  enceofccim- 
potential  competition  of  new  capital  at  any  ^  "" 
lime  when  higli  prices  offered  a  prospect  of  largo  profits* 
In  the  pressure  of  capital  flecking  iiiTeatment  we  Lave  a 
force  that  will  guarantee  society  from  Qhuses.  This 
argument  gains  force  when  one  reflects  that-  monnpoliBts 
CDiistautly  eeek  opportunities  to  invest  tlieir  savings.  If 
we  conceive  of  all  industry  ae  under  (he  away  of  fifty 
gigantic  monopolies,  then  the  earnings  of  each  monopoly 
would  mouQce  every  other  with  competition  the  moment 
that  prices  should  bo  raised  unduly.  Monopoly  camirjgs 
muat  be  Invested  in  some  enterprise  that  supplieH  social 
wants  ;  and  the  prCKsure  cf  capital  for  investment  might 
prevent  monopolistic  ahuses.  At  the  present,  monopo- 
lists are  entering  each  other's  fields  of  industry.  One 
monopolist  is  investing  in  match  factories,  and  attacking 
the  match  monopoly.  The  leader  of  the  oil  combination 
is  entering  the  iron  and  steel  industries-  It  is  urged 
that  this  yjreasure  of  one  monopolist  upon  another  will 
surely  increiiae  frora  year  to  year. 

§  223.  The  following  conclusions,  in  the  judgment  of 
the  author^  are  all  that  cun  be  safely  affirmed  from 
our  present  e::perience  of  capitalistic   mo-  canciDrtoiiiM 

nopolies  :  —  ** "'  erowxi 

iDO  mtoft  at 
u    Capitalistic    monopolies    are    naualEy  capiuu*tic 

complex  in  character  and   possess  various  *"™'^^** 

elements  that  produce  monopob-.     The   Standard  Oil 
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ombinabion  has  certfiin  clcmcnta  of  natural  monopoly. 
Patent  riglitrj  and  oLbei'  eleuieuta  of  legal  monopolj  are 
to  be  found  in  the  majority  of   modern   coiubinationB. 

Krhcn^  alliances  with  railroads  and  othup  natural  monop- 
olies have  aflsisted  tbo  growth  of  some  of  the  largest 
and  mc&t  poworful  capitalistia  monopoliea  la  the  United 
States, 

^fc    2.  Looking  af  the  wastes  of  modem  competition,  it 

™^Bcema  clear  that  corabinationa  save  many  expcnaea^ 
and  more  easily  contract  production  whenever  prices 
fall.  But  this  does  not  justify  the  inference  that  capi- 
tnliatic  monopolies  are  inavitable.  It  merely  warrants 
the  oonclusion  that  combination  offers  one  method  of 
avoiding  the  wastes  of  compctitioQi   'There  ma}'  bo  other 

JHiDcthofia  of  ending  these  wa&tea,  A  higher  standard  of 
commercial  morality,  a  more  modorate  buaineas  poHcj, 
anrl  a  development  of  trade  atatistica  tliat  ?^hall  make 
possible  an  accurate  foreeaat  of  the  market  woi^lii 
change  the  nature  of  competition  conBiderably,  and 
would  terminate  many  of  its  worst  features  at  the 
present  moment.  Monopolies  aro  undouLtcdly  one  rem- 
edy for  the  present  wastes  of  competition,  bat  it  is  alto- 
gether premature  to  conclude  that  tliey  are  going  to 
prove  the  only  remedy  available  in  all  future  limes. 
Bat  it  IB  not  likely  that  bti sin tHs  Lronditions  and  metliode 
will  undergo  any  marked  diange  in  the  immediate  fu- 
ture. For  this  roaaon  wo  are  liable,  for  some  time  to 
come,  to  SCO  capitalistic  oorabinationa  roaortcd  to  aa  a 
moans  of  arolding  the  evils  of  disordered  competition, 
3-    Monopolies  may  realize  some  ecoaomiea  in  produc- 
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tion,  but  thoy  also  entail  heavy  eipeusea  for  eupervi- 
aion  of  their  immense  iiitereBta,  while  they  are  likely  to 
incur  the  woatee  to  which  great  corporations  are  subject 
(g  91),  The  student  must  remember  that  we  arc  cora- 
purhig  moDOpolies  with  largo-ecale  independent  enter- 
[iriscs,  nob  with  Hiiiull-bcale  ptuductiun^  It  is  decidedly 
not  proven  that  the  ucoiiamitM  in  jireduction  realized  by 
nionopoliea  are  ao  great  as,  of  themselves,  to  assure  to 
combinatJona  future  control  of  all  markets,' 


^  Smfc  tho  twgJiiDing  cf  IfiSS  the  fonnaliou  oF  imlLutrijit  eombitiaEJOBfl 
hoA  bc<:D  pUBEioutt^u^l}"  rii}fld»  On  April  8^  I  H^9,  b  liuiucial  papur  tum- 
piiteil  Ihir  i^piL[L]IfJiL[i>u  tit  iiesv  i^uiikbiaau'ijai  formt-l  bini^  the  Qmc  of  the 
pif'eediD^  Janu.ir5  Eit  Si  ,5:^fi^t:^'>.000.  A  rci^ebi  vritpr  siat-u  thnt  in  Mnrch, 
LSQV,  there  were  in  tlii«  L-ouutry  353  Etu^Ib  capiUdLzaJ  at  15,^9,000,000. 
Thfldt  iacludc  Doarly  «hU  iinp-irtLuib  Lnuii^hu  of  maanfdcturing  iniEuelrj. 
'IIjubq  cDmbliLBbiumi  vc  groatljr  ever-capital ijfc J »  and  have  beuii  cniAiBd 
IbTgeljr  for  the|mTpoBei>Ediiiposiliguf  ibrirBecutiti^B  JiL  tlin  higli  priMt  that 
ha^e  reLWbtJj  prcvmLod  in  th«  sEciok  marki^u.  Usaullj  Lba  iBeue»  cf  boudfl 
or  of  prfifemd  aluck  hnvo  rcpreHnIei  all  the  caplLal  acmnllj-  ioTi^lfd.oDd 
Biiiuetiuife  mora,  suce  tho  riUue  uf  the  plxzii»i  h^  b«vii  e«tiiijutud  at  a  vtrj 
liberal  figorc.  ThQCi>nLmaii8l;EK.k  rtfre^Hutn  nottiin^hnt  the"^'>o{]  will" 
dT  tho  buBiECBBet,  or  vbit  is  gencnllj-  Lnuwu  u  "wator";  a&d  !□  mnnj 
tif  LhcAfl  coQibJG attains  its  linkers  nil!  iiov?r  lio  likely  Lo  receive  any  divi- 
donila.  Id  lIio  cuu]hii]atit>utt  furmud  bolwuL'u  Juouor-y  1  and  April  B.  IB99, 
th»  hands  nnd  pTcfetrediitock  amouDtf^d  tu  $i»03,SJO,UUU;  ThklethoitiD^ 
of  comin'm  ftlock  rcarliftl  \.\\b  Hgiire  of  %^-i%i,lt.nt!*i.  ^*t  "  i'^niiiiirciil 
and  Fiiumcinl  Chrfinicio,"  Jwu,  7,  1B9B,  Mnrch  4,  1^09^  urni  April  »,  ISDOi 
"  UtodfrttuoEV  Feb.  ll,aqi  Iti,  ie!J9;  "  CDmiusrdBl  Voac  Bwk  Jf  Ifow 
York  JooniHl  uf  CumiubrLc/'  Ifi^fl, 
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in  relalluii  to  the  Suj;ar  TruaL  ii[i(l  tbe  Standnid  OH  Tnistv  by 
CnmuiUttt?  on  M:lllllfJLc^ure^,  II.  qE  It.  ;  Ri^portof  Naw  York  &«U" 
ftte  Coumiittao  on  thu  luvestigntioa  MaliFuta  TruBtn;  Teatimony 
Takpii  by  Select  CommUlec  of  the  IT.  S,  Senate  on  the  Tranwpor- 
tnlioii  iLiid  Sale  of  Mt>ai  Products^ 

RefBTBiicea  to  Baouomio  JotunalH:  AsiDnRwn.  '*TrUHls  accord-* 
ing  lo  Ulficio!  InvoHtiyatmna/'  QunrtbTly  Journal  KconomiCR,  III. 
ll«-15i  i  "The  Lnte  Copper  SyndicoK"  Q-  J-  E.,  HI.  COS-Glfi; 
JJWTfiiiT,  "The  Lo^yiLlity  of  Trusts,"  Politic*!  Scif-noe  Qnaiterly, 
HI.  592-032;  Oir?rroN,  "Economic  and  SocijU  Aspecla  of  Truflts»" 
P.  S.  Q.,  in.  M2-rvi:2;  Ji:m».  "  Deuplopmert  of  the  Wlii-^liPy 
Troat,"  P.  S.  Q,,  IV.  2»a-310j  ^^ CapitaliaUc  Monopolies,' »  P.  S 
G..  IX.  4Sa-I50y 
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L  The  Foreign  Trade  of  the  United  Siatei. 

§  224.  The   foreign   eommerce  of   this   eountr;   is 
Bmaller  than  the  domestic,  although  it  usually  receWes 
far  greater  attention.      Yet  our  commerce  nviitiaatr 
with  foreign  countries  is  surpassed  only  by  ^^^^f^ 
the  foreign  trade  of  England,  Prance,  and  ftawed 
Germany,    The  following  table  shows  the  ^ 

exports  and  imports  of  merchandise  of  the  United  States 
for  fiscal  ^eara  ending  June  30  :  — 


Tav- 

Biportj. 

iDpOTt*. 

TotiL 

leM 

1B05 
IBM 
1807 
1898 
1S99 

«892.I40,O00 
807,638,000 
S82,ti0e,000 
1,060,903.000 
1,231,482,000 
1,227,206.000 

»e64,9&4,000 
731,900.000 
779,724.000 
764,730,000 
016,049,000 
697,110,000 

•l,&47,lt6.000 

1,639,606,000 
1,662,331,000 

1,815,7^000 
1.847.631,000 
l,y24^1,000 

§  225.  The  principal  exports  from  the  United  States 
have    always    been    agricultural    products.      In    1899 
these    formed    sixty-five    per    cent    of    the  c^^n,^,^,,, 
total,  while  manufactured  goods  made  up  necxvon 

twenty-eight  per  cent    The  exports  of  man- 
ufactured products  show  a  gradual  increase  from  yeai 
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to  /ear.     The  must  imptirtunt  artictcB  esported  in  1899 
were  aa  follows:  — 


j^B     OoiBBalHj. 

Talaa. 

Commodll/. 

ValDB. 

BrcAdptufTfl  ■    ■    ■ 

M«At    and     iJmir/  I 
frchlune    -    -    .i 

IruiL  ftnii  Sleel  and  j 
Mnnufac^tuica    .  \ 

MiiiDTJi!  Ujlfl     -    . 

WfHxL  and  Manu- 
fflCturca     .    .    . 

live  Auim^    .    . 

8a7s,™)o/)oo 

20*^,564,000 
176,308,000 

93,716.000 
61,070,000 
41.079,000 
S7.SBO.0OO 

Copper  And  M&nu- 

TalACi:a  run]  Man- 
uUulUJva   .    .    , 

MnTiufaciurea     of  1 
C»tlon  .    ,     .    ,  1 

Len[li?r  and  Mm- 
ufnuLiiTeii  .    .    . ' 

Oil-Cake  odJ  Mtal 

V3&,0S3,0O0 

;io.^ie,ooo 

23,M7,000 

?3.4fia.ooo 

14.631.000 

§  226-  Of  the  commoditlos  imported  into  tlie  United 
States  in  18S>9  fifty-ono  per  cont  come  from 
Europe.     The  principal  imports  were;  — 


Cbtt$tfUtid 
Dnr  imfiart 


Constodtr;;- 

TtlDB, 

GrjauDodlt/. 

TfttRL 

8Wr 

coriAB 

VeireifllflH  Fibres  and 
Munufihcturtt   -    - 

CliifmicnlB.  HrugH, 
und  Mpiiicinea   .     . 

Hides  and  SkJn§  .    . 

lUir  Silk      .     .     -     , 

CottOQ  MnuufacturcB 

flni  ,064.0011 
bo.-2l4.W1i,] 

45.42a.000 
42,608,000 

4riiTO.ono 

^.479,000 
32,D£i3,000 

Indift  Rubbot  jinil 

Man  iifficturEi     of } 
fiitk     .     .     .     .\ 
FrdlH  Bin!  Nil  la  . 
.Jewelrj',clo.    ,     - 
Wood  flud  Mnnu- 

V3 1,876.000 

25. 106,000 

iaE17,00O 
17,64U,OI>0 

14,490.000 

Our  itDporta  confiist  mainly  of  food  products  and 
raw  material  which  wc  a^'c  unable  to  rciac  at  all,  or 
unable  to  raise  in  sufficient  quantitf.  The  imports 
of  vrboUy  or  piirtiiilly  mouufactured  goods  amount 
to  leaa  than  *200,000,ftOO.  This  is  only  a  small  frac- 
tion of  the  product  of  domostic  manufactureH. 
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rJL  The  Na,tTira  of  IntemfttiDDal  Commercfl. 
§  2S7-    Mcrclmnts  sell  commoditJea  in  torcign  conn- 
tries,  ur  import  goods  from  ^bruud.  wJienever  differeuces 
botA'cen  doDiealic  aitd  forcigii  jrrici^  make  EattmatinaAi 
it 
■ 


itprofiUble  to  do  bo.    The  exporter  or  the  '"'***«"■'» 

L  '  M  tut  fichince 

importer  aells  goods   for  money,  or   bnya  nrcommoanie* 
lorcigu    morchandiBO    with    money.     Fi'om 
thifl  point  of  view,  iotcrnational  trade  consiata  in  the 
excbftnge  of  commodities  for  money, 

§  iilib.  The  ahipoient  of  raoiiej  from  one  country  to 
another  entails  const ilt'iable  espense,  bo  that  an  elalM>- 
ratfi  mechaniam  of  crerlit  ha>4  bt-en  developed  TtwoMftudni 
to  Gnable  mleruQtioual  trade  to  be  carried  usamitaj- 
on  with  us  little  money  as  poa&ible.  Di-afts  *""*■ 
and  bills  of  exchange  serve  to  pay  most  itilernational 
debts,  Bo  that  money  is  used  merely  to  pay  balonccB 
(§1G4).  Wiiea  tlie  exports  of  a  country  exceed  the 
imports,  then  foreign  debtors  cannot  Becure  enongh 
bills  of  eschflopc  to  pay  for  their  purchasea,  anJ  money 
may  be  sent  to  settle  the  balance  of  indcbtednesa.  An 
excess  of  eiporta  over  imports  is  8aid  to  create  a  '*  favor- 
able balance  of  trade."  When  imports  oxcoed  oxporte, 
money  may  be  sent  abroad  to  pay  for  the  exceaa,  and 
tlie  balance  of  trade  is  said  to  be  *' unfavorable." 

The  exports  Siom  a  country  jiay  for  the  great  bulk  of 
the  commodities  imported.    The  statistics  of  Ezportipv 
the  foreign  commerce  of  the  United  States  '"l*w*- 
ahow  how  little  money  is  used  in  forcif^n  trade  :i  — 

1  SfncB  ISOO.  dijAorbannu  in  oar  cdit«ui^.t  liti^^  cnuFted  rj^tporte  uid  im- 
ports of  gold  not  tttirtlj  due  lu  Cbe  ['ondJEion  of  ]Dt«mmtioDBl  fonnarcep 
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fwr. 

1987 

(1^14,900.000 

«in,ofi7.noo 

tHJ,  16^,000 
105,7  fi9 ,000 
l!ffi,6l>l,00a 

^,LZ4hOOO 

§  229.   The  foreign  eschanpes  of  any  country  include 

umiiy  uflier  inter jiAliotial  trai]sai:tiona  bcsidoA  tj^e  pur- 

T^rortin      cha[4i^  or  sale  of  mercliAiidiae.     The  folluw- 

'**'*"*^*      iiig  tranftactione   give  riae  to   inteniEitionnl 

indebtedncfla :  *  — 

1-  Jnreatmcot  of  capital  in  foreign  countnca,  Thia 
givea  riae  at  first  to  a  fleht  owed  by  tho  country  whoao 
citi£eLi9  niakf^  tlie  invontment.  Tht^n  it  eanaea  en  an- 
nual debt  cwed  to  foreign  capitaliats  by  citizena  of 
the  country  where  the  capital  is  inrosted.  At  Icuat 
»2,000,000,000  of  forci^  capit&l  ia  invested  in  tbo 
United  -Stat-oB.  and  tJiia  amount  ia  increased  in  pros- 
perous  yE^ai-a.  Thiia  the  United  ^Stafea  owes  about 
♦90,000,000  nnniially  for  interest  OJi  forei^'n  oapital. 

2>  English  Khipa  do  a  large  part  of  the  ocean  curry- 
ing trade  of  the  world,  and  receive  payments  for  freiglifc- 
age.  Of  tho  foreiirn  trade  of  the  United  Stoics  only 
abont  twelve  per  eeiit  has  Ijpnn  carriwl  in  Ankennau 
vessels  in  recent  yearn,  so  that  we  have  owed  a  balaneo 
of  freight  chargea   to   foreigners.     The  inward  freight 


'  FoT  n  full  ^^cfiitnt  M  iticTi  (Tnn*M!tinnK,  wo  GoKcirtpr,  "Tho  Fowipi 
E^i'bftngM."     Sj«c»  pvimiu  man!/  a  meutioB  <tl  thfl  moel  ImporUiDt 

h«ra. 
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chargua  y\iA  tu  foreigu  ship  owners  ma;  ainounl   to 
about  475.000.030  anoually. 

3.  Citizens  who  travd  in  foroign  coimtneB  iacur  in- 
dcUtcdiieBB  thGt'c.  Amoncanfl  spend  about  $4T,000>000 
ill  foreign  travel  each  year.  This  figure  greatly  exceeds 
the  expcnditurcH  made  by  foreign  travelers  in  this  coun- 
try ;  so  tliat  TO  owe  abroad  many  million  dollars  auuu- 
nliy  for  Ibe  escesB. 

4,  London  sen'os  as  a  world's  clearing  bouse  for  the 
lement  of  intorjiational  debts.     TbG  charges  made 

for  such  servicca  create  dobta  owed  by  all  nations  to 
London  bnnkera. 

Ah  a  result  of  all  such  international  obligations,  Eng- 
land  is   tlie   creditor    of    many  uatdons    each    year   for 
freight  chjirges  earm^d  by  Englirth  shijjH,  for  con«„jiiTB 
interest  on  several  billion  dollars  of  capital   P«iuoiuffr 
invested  in  various  countries,  and  for  com-  ucunJtcd 
missions,  ete.,   of  London  bankers.     Ah  a  *^**** 
result,  she  is  able  to  import  mcrcbandiae  that  vastly 
exceeds  her  esjiorta,  and  does  not  have  to  pay  for  the 
**  unfavorable  balance   of  trade'*    by  sbippiug  gold  to 
otlier  countries.      The   United    States,   however,  owes 
about  $150,000,000  annually  to  foreign  creditors  for  the 
various  items  enumerated.      Consequently   our  exporta 
of  mercbandiso  may  csceed  our  imports  Iflri^ely  without 
making  it  neccaenry  for  foreign  buyers  to  ship  gold  to 
tbia  country.     In  pros|>erous  y^ars,  however^  it  is  prob- 
able that  foreigners  constantly  invest  capital  here  ^  ao 
that  the  Wnme  of  our  indebtedness  is  decreased, 

§  230.  In  a  majority  of  cases  internatJonBl  payments 
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for    all    forma    of  indebt^^dress   are    mado    indirGctl/ 

inurcd  through  London.     Tea  iiajjoi-ted  from  Cliina, 

inimutiDBia  ^^  eilhca   imported  from  France,  into    tha 

^^'  United  t^tatca  ma/  be  paid  for  by  bills  of 

exi:]iazige  drawn  by  Amcncuii  cicdltois  against  ezpoi-Ia 

of  wheat  or  cotton  sold  to  Eugliuh  uifiitLtnta 

g  231.  Ifoaey  is  ablpped  from  one  country  to  another 
wlieu  needed  to  BOttIa  a  balaucc  of  iadebtedneeB  for 
imporffl  of  morel  landiae,  for  freight  charges, 
for  interast  on  foi^cign  invcstincntfl,  for  trav- 
elcia"  espBUBea,  etc.  Many  errars  are  made 
by  comparing  the  exports  and  importa  of  inunej^  with 
enporta  and  imports  of  niercimndiae.  Muney  is  needed 
merely  to  settle  net  balances  of  indebtedneaa  of  all  iort§. 
Tho  Dnitcd  States  has  had  a  considerable  surplus  of 
eiports  of  merchandise  (a  ^^farorahlo  balance  of 
trade")  every  year  siuce  18T6  with  only  three  excep- 
tions. Yet  our  imports  of  gold  and  silver  have 
«xceedi'd  eifwrta  m  only  five  years  during  this  period. 
The  explanation  is  that  our  other  foreign_dehtB  plug 
the  debt  ots-ed  for  imports,  exceeded  tisiiaily  our  ejcpotta 
of  me ]■  c^haniliao  atid  tlio  uthor  doling  nwod  u^  \iv  for- 
eigners. On  the  other  hand,  tJrcat  Britain  has  each 
year  an  enorraona  e:^cess  of  imports  oyer  exports  ot 
merchandise,  but  this '*  unfavonible  balance  of  trade*' 
IB  not  paid  by  ex  porta  of  money.  It  comes  aa  payment 
for  other  debts  owed  by  citizens  of  foreign  conotries, 

Kliminatiif^  all  dUturbancos  originating  in  the  money 
Bnpply,  and  snpposing  that  a  country  haa  a  eoimd  cur- 
rency, then  imports  cr  exports  of  money  will  be  regn- 
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Jatcd  automatically.      SuppOBC  money  to  flov^  into  the 
United  Slates  in  aettlement  of  a  net  in-  in(„„u^ 
debteUness   of    futiiiguers.      CuiitlrueJ    im-   llnJ«iB 
^iiU  of  intmL^y   will   raise  pniifcia  lier<;,  iind   inportiot 
tend  to  lovof  tbem  in  the  couutriea  wliejice  ■"*''■ 


the  rnoncy  cunics.  Tlie  rise  of  prices  will  make  this  a 
goi^ri  iniLj^gb  tii  pell  in  nnd  ji  hfiri  mflrt^tjt  tn  hiiT  in. 
Tliiia  iLQportB  will  Lucrcosc  and  cxpoHs  decrease,  until 
our  increablo^  imports  ci'cate  a  debt  to  foreigners  that 
will  balanue  the  debts  that  ciuBed  Khi[miei]ts  of  money- 
Wlien  imports  of  merchandise  increaae  to  this  extent, 
the  inflow  of  money  will  cea-ae.  ConverBeTy,  if  money 
continually  leaves  the  country,  prices  tend  to  fall ; 
exports  incrcaHo  and  imports  decrease.  A  growing 
excess  of  exports  of  merchandise  ivill  finally  turn  the 
balance  of  indebtedness  the  other  way^  and  check 
exports  of  money.  A  nntion  that  proihices  as  much 
gold  and  silver  as  the  United  States  may  export  some 
gold  and  silver  continually,  w^ithout  lowering  prices 
ma  ten  ally. 

The  intemationai  movements  of  money  are  affected 
by  the  action  of  hitcnmtiona!  banking  hoiiece.     When- 
ever the  rate  of  interest  on  call   loans  or     ^    _^ 
shortptlme  paper  is  y^ry  low  in  London,  for     ornuuim 
instance,  these  baiilting  houses  are  likely  to 
ship  part  of  tlieir  reserve  of  morey  to  New  York,  or 
Berlin,  or  Paris,  in  order  to  take  advantage  of  higher 
rates  of  interest  In  those  cities, 

§  232,    It  was  thoLight  formerly  that  foreign  trade 
was  Leueficial  whea  it  led  to  an  exccsa  of  exports  over 
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imports,  and  hence  to  imports  of  the  preetons  metals. 

TIkta   idea  l>aif  bceit   abandoned  by  ecouomlste  smco  it 

ba-B  been  seen  that  n  continued  iinporta^ 

ofinieniB-        tloa  CI  money  morel  v  tends  lo  rajse  pncea 

tiouitradf!.      ^^^  ^^  check  itsclf-    A  country  cannot  bpII 

to  other  countrice  nnlees  it  also  buys.  This  year  it 
may  be  possiblo  to  check  imports  and  to  stimulate 
exports.  But  nest  year  or  the  following'  year  continued 
importations  of  gold  will  raise  prices,  make  it  more 
dilTieult  to  nell  in  foreign  conutries,  and  make  it  easier 
for  foreigners  to  aell  commodities  here.  The  real 
advantages  of  foreign  commerce  are:  — 

1.  It  enables  a  country  to  procure  commodities  tliat 
cannot  be  produced  at  home. 

2.  It  enables  a  country  to  produce  those  producta  for 
which  it  has  the  greatest  advantages,  nnd  to  pjtdiflnge 
them  for  products  wliicK  cannot  be  produced  as  cheaply. 

m.    Intematloiia)  Valnn. 

g  233.    International  trade  is  profonnilly  influenced  by 

the  fact  that  capital  and  labor  do  not  move  from  one 

country  to  another  as   reaJilr  as  between 

wutj  Qf  Kftor  dilYerent   liwalities   in    the    same    country. 

"      '     Distance,  language,  religion,  pohLicot  insti- 

tutiona,  and  customs  all  tend  to  bindi?r  international 

movementa  of  labor  and   capital     Undoubtedly  aome 

of  tbeso  cauBca   impede  the   movement   of   labor  and 

capitarwitliin  ench  a  vast  country  as  the  U[iited  Statea- 

In  so  far  as  this  is  true,  trade  between  the  Atlantic  and 

PaciBc  Goasts^for  instance,  reaembTes  international  trade 
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ia  this  purticalar.     Modern  conditions  favor  tho  moro- 

njentof  labor  and  capital  between  different  countries, 
yet  Uits  immobilitj  atill  cxiats- 

Within  any  aren  whcro  labor  anJ  capital  are  practi* 
cnllv  free  to  nio\e  wbt-ri;  they  desire,  nil  ccmimoiiities 
will  be  produced  in  those  places  where  tho  EenatofUJi 
absoluto  advantages  for  producing  them  are  Jj^"^^"' 
greatest.  The  localities  tlmt  offer  the  great-  *^i«i- 
est  advantages  will  become  the  exclusive  seats  of  pro- 
duction of  each  conaniodily.  These  advanUgee  include 
all  el^-montu  that  tend  tn  make  the  social  cost  of  pro- 
duction low^  and  include  the  imi)ortant  eleraont  of 
accCFsibiUty  to  the  market  The  products  of  Buch  an 
area  will  tend  to  have  a  value  proportioned  to  Iho  mar- 
ginal expense  ol  producing  tlicm-  On  the  other  hand, 
between  two  countries,  all  labor  and  capital  will  not  flow- 
to  the  plaCRS  in  cither  country  where  tl^e  ahsolulf^  lidvan- 
tages  For  production  are  greatest.  Each  country  will 
invest  its  lalior  and  capital  so  as  to  make  the  best  of  tha 
advantages  which  it  has.  Only  tho  surplus  labor  and 
capital  of  older  nations  seek  investment  in  other  coun- 
tries where  the  natural  cpportnnilics  for  investment  are 
not  so  fully  utiliKed  and  developed-  It  fullows  that  a 
bushel  of  wheat  may  be  prodjiced  in  one  country  with 
twice  the  expenditure  of  labor  and  capital  reqnired  to 
produce  a  yard  of  cotton  cloth;  while,  in  a  second  conn- 
try,  the  two  commodities  may  be  produced  at  exactly 
the  same  social  cost-  This  would  be  impossible  if 
labor  and  capital  moved  freely  from  one  country  to 
another. 
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§  2S4.    Mone)'  tends  to  lauvc  tu  cuuutrics  where  fta 

general  jmrdiBflinjr  power  ia  gront^at,  ftiid  so  to  roduco 

iDccrunaui     *'^^  gGMcrul  purcliaaing  power  of  an  ounce 

mcrvfmend iif     of    ttold    tO    Iho    SQUlO    level    111    all    pl&COB 

monFy  lend 

uc4B4Ud        (§§  lT3-lTfi)>     But  tliiB  docB  not  mean  tliat 
foneniwriDtM,  ^|^^  power  of  monej  to  buy  ffheat  or  cloth 

or  steel  is  the  same  lu  all  couuLritfl>  Within  each  coun- 
try llie  prices  ot  iiijividual  commodities  will  be  prupor- 
tiQiird  to  the  marginal  cxpensQ  of  producing  them.  This 
may  give  difforont  relative  prices  for  injividual  com- 
modities in  ovcry  country. 

§  235.   The  manner  in  which  relative  pricea  vary  in 

iKfleruoaaf   difTcfcnt  countries  may  he  iUusLralud  by  iho 

i*ii«¥fl  pricH.  foiiQwiiip  fjible  of  assumed  prices  for  various 

commiKlilies   hi   two  countries,  sa^   Knglajid  and  the 

United  Stales:  — 


CmPDinllUvi^ 

Tr1»j  In 

Od«  ton  sitel  nils  ,    . 

«H.OO 

«ao.m 

One  iiuijrkil  wn>\  -     -    . 

Jfi 

,20 

One  yard  carpel  -    .     . 

1.^ 

a,fw 

One  WIipI  wIteaL   .     . 

.13 

.15 

,110 

-50 

Omo  buihpL  cum      -     . 

,70 

-50 

One  puuiiil  ]eiirii«r  .     . 

^ 

.16 

One  puiinJ  |>Drk      -    . 

.Ifi 

.07 

We  oHBume  the  Rrst  four  commodities  to  have  fl 
smaller  money  cost  lu  EuglEind,  and  tlie  laet  four  to 
be  cheaper  in  the  United  Statoa.  But  the  power  of  a 
dollar  to  command  the  entire  group  of  commodities  in 
the  i|uantity  usually  connumed,  might  be  about  the  same 
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in  both  conntrieB.  Finall)',  thin  table  of  pncDS  woalil 
tell  ua  nothing  concerning  tlie  absolute  social  costs  of 
producing  any  oue  of  iheao  comuioditles  in  tho  tvvo 
coimtrica.  Leas  unite  of  labor  and  caplt&l  might  bo 
required  to  producQ  a  ton  of  atecl  raile  in  the  United 
States  than  in  England.  But  if  the  moacj  cost  uf 
labor  and  capital  ia  ujuch  Igsh  hi  >] ii gland,  the  luont'y 
price  of  steel  rails  might  be  less  in  that  countrj'.  Lulitir 
iQd  capital  do  not  flow  from  one  to  the  other  freely 
enough  to  insure  to  each  unit  of  the  two  factora  of  pro- 
duction the  aamc  moncj  returoB  in  both  countries* 

§  23S.  Now»  an  American  exporter  of  wheat  will  send 
wheat  to  Euglaud  whenever  the  difference  in  tlie  prices 

of  wheat   is  sunjcient   to    pay  the  cost   of  ,^ ^     , 

transportation   and    leave   a  profit   on   the  »™ie  Qucd 

r,-     -I      ,        .  .  .  .  iiwnilUlcr' 

transaction.  Siroiiftriy,  Amencan  importers  oKammi*- 
wili  examine  the  English  prices  of  Btecl  <*"pric«. 
railfi,  carpets,  and  cotton  cloth;  and  will  import  them 
if  they  can  pay  transportation  charges  and  jet  make  a 
profit  by  Belling  at  American  prices.  Now,  it  might 
seem  that,  undci'  tho  circuniHtancea  assumed,  England 
would  supply  the  United  States  with  all  the  mils,  wool, 
carpets^  and  cotton  cloth  conanined  here;  and  that  the 
United  States  would  fiirnifih  Enq;Und  with  all  her  supply 
of  wheat,  ccrn,  leather,  and  pork.  But  this  would  not 
bo  the  case. 

Suppose  England  to  begin  to  expni't  to  tho  United 
States  tha  four  conimodltien  of  which  the  English  prices 
are  lower,  and  the  United  States  to  export  to  England 
the  four   commodities   of  which  the   American   prices 
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are  lower.     SucTi   a    trade  could   continue    until    one 
coLiuCry   Lad  an  gkccss  of   oxporta  and  the  other  bad 
Actoiiomne    ^^n  excGBfl  of  impotta     Exports  and  imports 
^^^^      would  not  btilauce  eacli  other  permanently. 
twoGouaiH.   Suppose  the  United  States  acndfl  to  England 
money  to  pay  for  an  excess  of  importfl.     As  thia  expor- 
tation of  money  contLuues,  prices  Ijegin  to  rifle  in  Hng- 
iuikd   and  io  full  in    the   United  States,     Suppost;  the 
chango  of  prices  to  be  twenty  per  cent.     Then  we  should 
hQTo  an  altered  scale  o£  prices  oe  follows: — 


Ci^iimiCfillElal. 

tagOiti  prlcu. 

AmeHEAD  pHttL 

Steel  mili.  .     . 

flfl-SO 

^la.m 

Wiifll       .     ,     . 

.18 

J  a 

Carln'tt  .     .     . 

1,44 

1,60 

Cullon  doEh    . 

lU 

.12 

WJit-nl  .    .     . 

108 

.48 

Torn  ,     -     .     - 

-M 

AO 

IfCAtlier      .    . 

M 

J2 

IVk      .    .    . 

.16 

J>H 

Evidently  the  changed  prices  have  mnde  it  imposaib!e 
for  Euglifih  merchants  to  acll  anything  but  carpets  in 
the  United  States;  while  American  merchants  can 
export  increased  ^^uantities  of  wheat,  corn,  leather,  and 
pork,  and  might  even  begin  to  export  wool  and  cotton 
cloth  to  England.  This  cliange  in  the  course  of  trade 
wijuld  finally  oblige  England  to  ship  money  to  the 
United  Stales  to  paj  for  an  excess  of  imports-  This 
money  would  raise  prices  in  America  while  Engliali 
prices  would  fall,  until  8ome  American  exports  would  be 
shut  otr  and  aomc  English  exports  would  increase, 
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From  this  ilhiatnition  we  draw  the  following  coiiclu- 
Btone,  wliioh  arc  valid  explanations  cf  tbe  cliaracterietics 
of  internfttional  trade:  — 

1-  Sljipments  of  money  !n  payment  of  bolancea  of 
iodebtcdneaa  constantly  cauae  changes  in 
prices,  &nd  check  exports  iii  the  country 
receiving  the  money,  while  increasirg  exports  in  tbe 
eonntry  that  makca  the  shipments, 

2,  Changes  in  prices  ciLused  in  this  manner  out  off 
tbo  o?(porte  of  tho9Q  commodities  in  which  Lhero  is  the 
emallcat  difference  between  domestic  and  foreign  pHcce- 

3,  TItoHC  commodities  in  which  there  is  the  greatest 
dlfTereiice  between  domestic  and  foreign  prices  will  be 
tiontin  noil  sly  exported  in  spite  of  changes  in  prices. 

4,  The  normal  result  will  be,  in  the  long  nin,  thfit 
each  country  exports  mainly  those  commoditicB  that 
show  the  greeteet  difference  between  domestic  and 
foreign  prices.  Exports  of  other  goods  can  be  merely 
intermittent.  Now,  tliose  cmiimoditics  that  can  be  pro- 
duced at  the  greaf^&t  advantage  in  price  over  foreign 
producers  are  the  onea  for  the  production  of  which  the 
country  offers  the  beat  odvantngea  at  the  time  hel/t^. 
Other  commodities  are  produced  at  a  less  advantage  ae 
compared  with  foreign  producers,  precisely  because 
labor  and  capital  arc  less  efficient  in  producing  them. 
Tti  apply  this  principle  practically,  we  may  say  that  tlje 
wheat,  ecttoii,  meats,  oite,  iron  and  efecl,  eattio,  wood^ 
tobaceo,  leather^  copper,  and  manufactured  cottons  that 
form  the  principal  exports  from  the  United  Stales  at  the 
present  tjme  are  the  commodities  wbioh  our  merchants 
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can  sell  in  th«  m&rkeU  of  the  world  at  the  ^fttest 
aJvantitgo  over  foreign  producers.  Tho  coffee,  sagar, 
wofA,  hardware,  cotton  and  woolen  manttfactures,  and 
the  6\\k  Ihnt  we  ituport  are  goods  for  whose  production 
oiir  advanta^^cH  aie  not  ao  great  Wo  might  produce  all 
our  woolen  and  cotton  goods  in  thia  counLrv,  instead  of 
importlnfr  a  part  of  ihern  as  at  present.  But  our  capital 
anil  labor  can  do  other  thin^  more  advantageoDaly,  and 
BO  How  naturally  into  the  production  of  those  conunodi- 
tica  for  which  we  have  unparalleled  advantages. 

§  2^7,   Movements   of   money    froui  one  country  to 
anollier  tend  to  make  exports  find  imports  of  commodi* 

Thtaetmai    ****  equal  in    the  long  run.     When   other 
luriiiDEif        international  obligations  make  a  country  a 

VKlscalank' 

tcrMUoMi     debtor  to  foreign  nations,  exports  may  ex- 
BJiciuD«o-      ^j^j  imports  Uy  the  amount  of  Ihb  debt* 
Conversely,  when  a  country  has  foreign  debtors,  imports 
may   txcotrd   exports   proportianatcly. 

A.  country's  exports  represent  the  demand  of  other 

caountrioa  for  her  products,  wblle  tha  imports  reprcBcnt 

inuijiaa       ^^^  demand    for  tho    products  of    foreign 

of  iBiDnntioo- countries.      The   coureo  of  business   tends 

constantly  to  equali^o  a  country  s   demand 

for  foroi^    products  and   tho  foreign  dcnjand  for  her 

r,wn    products,   through   cbangea  in   prices    caused  hy 

sliipmcnts  of  money.     An  increasi'il  demand  for  foreign 

protlucts,  cauHing  an  excess  of  imports,  will  start  sLip- 

lonte  of  money  to  foreij^  countries,  and  lower  domestLO 

prices.     Ksports  Avill    increase  en   tliia  lower  level  of 

prices  until  they  equal  imports  again.     An  Increased 
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demEtnd  for  foreign  products  tends  to  lower  the  prices 
of  exports ;  that  is,  it  tends  to  render  less  fjivorable 
the  terms  on  which  foreign  products  are  paid  for 
CouverBely,  an  increased  foreign  dcmiiud  for  a  nation's 
products  tends  to  produce  an  oxccbq  of  cjcports,  and 
abipiueata  of  gold  from  foreign  countries.  This  lowers 
prices  in  foreign  countries  so  that  tliej'  vilii  pay  far  the 
larger  quantity  of  goods  deiuauJed  by  exporting  more 
goods  on  the  lower  level  of  prices.  Foreign  trade  is 
more  or  lees  pi^ofitfible  to  a  nation  in  proportion  as  iU 
doinand  for  foreign  prodiicta  is  loss  strong  than  the 
foreign  demand  for  its  products. 

A  country  that  eztports  principally  raw  materials  will 
have  to  incur  heavier  expenses  fur  freiglilaga  than  a 
country  wliose   exports   consist  mainly  *^f     -j.      .^ 
manufactured  goodd.     These  heavier  freight     of  freuiit 
charges  for  raw  materials  raise  the  prices  ***" 

that  rauat  be  aske^i  in  foreign  countries ;  hence,  tend  to 
decrease  the  demand  for  the  products  of  the  country  that 
exports  raw  materiula.  Freight  charges  on  manufactured 
goods  affect  prices  less,  and  tend  less  to  decrease  the 
foreign  demand- 


IT.  Bestrictioa  of  IntematJoiial  Trodo, 

§  238,    International  trade  ia  restricted  to  a  greater 
or  less  degree  hy  imposing  customs  duties  upon  goods 
that    ci"csfl    the    borders    of    any    country,    cuatmnat*™ 
Duties  imposed  upon  goods  leaving  a  coun-  ^^^^^' 
try  are  called  export  dulies,  and  are  not  veij  common 
at  the  present  day,     Lut  goods  brought  into  a  country 
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are  oftea  Uxed  by  ijopori  dutit%.  Impart  Uzes  an 
•pecUic  or  ad  ^alor^m  sccording  as  tbey  ftr«  aBie«i«d 
f>rofjOTtioii&t^]y  t€  the  bait  of  the  commodities  or  to  Um 
value, 

§239.   Somettmes  import  daUes  or  torifffiarc  impoeed 
SQleljr  to  aecure  rcrenue  for  tJie  government.     liVlien 

hjt^tam      ^"^'^   '**'"  ^^  ^^  purpofie  of  revenue,  Uie 
^^'^^  duties  arc  made  liigh  eiioogli  to  secure  the 

maiimum  revenue,  but  not  so  high  iks  to  digcoursge  im- 
portatioD  more  than  i%  inevitable.  The  English  revenue 
tariff  aims,  as  far  oa  pce&iblo,  to  tax  only  commodities 
that  do  not  come  into  com^^ctition  with  productdof  bouic 
iudufltrics-  This  is  done  with  a  view  to  interfering  aa 
littlu  as  |K)Bsilj1e  with  buBLoeftS  coaditions.  Such  a 
revenue  tariff  will  normully  raise  the  price  of  the  nrti- 
cles  taxud  hy  olout  the  amount  of  the  duties.  Importers 
who  bring  tea  into  England  pay  the  govcmmeat  about 
917,U00»0O0  annually  (n  cuslomB  duties,  and  then  in- 
ci'uaso  proportionally  the  prices  charged  for  tlic  goods, 
ludecil,  tJie  incE^asQ  will  usually  be  rather  more  than 
this,  since,  in  order  to  pny  duties^  importers  must  bare 
larger  capitals  invL-sti^J  in  (he  boaiDeas ;  and  the  mtei^ 
est  on  tlicse  increased  capiUls  must  also  be  paid  by 
consumers. 

When  dutioa,  laid  for  the  main  purpose  of  raising 

revenue,  are  imposed  upon  imported  commoditica  that 

^„do  compete  with  produds  of  domestic  la- 

MniHua.  diistry,  a  customs   Is-rifF  gives  ''ineldental 

^^^^'  protection"  t^   domestic  produeorB.     Mer* 

chants  cannot  import  competing  foreign  products  with- 
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out  b&ving  to  pay  the  customs  tan  besides  the  price  paid 
tliG  foreigu  producer.  Thus  impoi'ted  articles  cflti  be 
Btjld  oqI}'  at  higher  priceB  than  formorly,  and  domestic 
producers  may  profit  by  increased  prices  oi  competing 
foreign  products.  The  earliest  tarilla  imposed  in  the 
United  State*  were  revenue  tariffs  that  purposely  gave 
to  diniicflfio  protlucers  "  incidental  jirotectiou." 

§  240.  Tlie  resbrictiou  of  foreign  commerce  tliat  fol- 
loured  the  embargo  in  1807,  and  then  the  War  of  1812, 
cut  off  moat  importa  until  the  year  1815-  rmrctin 
This  removal  of  foreign  competition  led  to  ^■^"'^^ 
a  rapid  growth  of  textile  maunfactares.  Many  of  these 
textile  eatablishments  were  poorly  conducted,  and  when 
foreign  competitiou  began  at^^ain  in  li^lo^  there  aroae  a 
demand  fr*r  more  liiglily  protective  duties.  In  1816 
euatoma  duties  were  raised,  particularly  upon  cottons 
and  voolens  *,  and  the  tariff  became  a  cJistmetly  protect- 
ive tat'iff.  From  that  time  to  tho  presout  the  tariff 
lavs  of  tho  United  States  have  maintained  a  strong  pro- 
tective character,  although  from  1846  to  1861  duties 
vere  reduced  toward  a  revenue  basis.  In  1361  tlio 
MurriU  Tariff  Act  restored  dulin^s  to  about  the  level  of 
lS4o,  but  increased  the  duties  on  iron  and  wool.  TbcQ 
ensued  the  Civil  War,  in  which  the  United  States  was 
obliged  to  lay  its  hands  upon  every  source  of  revenue. 
In  IS62  and  18*34  *'  war  tariffs  "  were  passed  imposing 
duties  upon  every  possible  import,  and  raising  th^  rates. 
Moreover,  very  heavy  internal  taxes  hod  been  placed 
upon  moat  important  domestic  manufactures ;  and  for 
thia  reason  "compensatory"   increases  of  dutiea  were 
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placed  upon  importa,^  After  the  Civil  War  tho  ei- 
peuBCfl  of  the  goveniment  decreased,  and  il  reduction 
of  taxes  began.  Host  of  the  int<?rtial  la\es  were  re- 
pealed, but  the  war  tarUI  was  not  lowered,  Eveu  the 
heavy  "  coiuptinaatorj  '*  dutiGs  on  impoi-ia  were  retained 
after  ths  repeal  of  the  uitcrual  ta\ce  that  had  caused 
thcia  to  bo  imposed.  In  IStiT  a  moderate  reduction  ijf 
duties  was  voted  by  the  Senate,  and  received  a  majontj 
vote  in  tlio  House,  hut  failei  to  pana  the  latter  body 
beeuuse  a  two  thirds  vote  necesi^ary  to  suspend  the  rules 
could  not  be  secured.  For  nearly  twenty  years  the  war 
tariff  of  1S64  remained  unchanged  in  important  particu- 
lars, Iji  1883  some  duties  wero  lowered,  but  other's 
were  raiaed,  and  the  general  character  of  tiie  tariff  i^o- 
mained  the  sain  a.  In  1890  the  MeluiUey  tariiT  removed 
revenue  duties  on  raA~  migar  and  acime  other  art  iclus,  hut 
increased^  ou  the  whole,  the  protective  duties  on  articles 
tlmt  tronipelcd  with  domestic  products.  Tlien^  in  1894, 
the  Wilson  tariff  placed  wool,  copper,  and  lumber  upon 
the  free  list;  rc-imposed  a  revenue  duty  upon  raw  augar ; 
and  reduced  irregidarly  the  duties  upon  protected  com-' 
modities,  FIniilly,  in  1897,  the  Dinj?:ley  tariff  was 
enaclpd.  This  left  copper  on  the  free  list,  and  lowei^^^d 
th9  duty  on  steel  rails ;  but  it  increased  considerably 
moat  of  the  other  duties.  Wool  and  lumber  wore  put 
hack  into  the  dutiable  list,  aud  a  tas  was  placed  on 
hides  which  had  long  been  admitted  free  of  duty.  In 
acme  coses,  as  with  wool>  the  duties  were  made  higher 
than  ever  before.  This  kw  also  subatitiited  many 
apeoific  duties  in  the  place  of  ad  vahrem.     Upon  tho 
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average,  it  impoace  upon  dutiable  imports  a  tax  of  about 
fifty  per  ccut  of  the  value  of  the  goods. 

g  241.   The  general  effect  of  a  protective  duty  haeTjcen 
stated  bj  a  leading  protcctiouiet  jcurnnl  iu  suuli  n  clear 
loiiijjier  as  to  coiiiiuaiiU    the  eulire    a^seut  ittt  ztnati 
of   one  of  the  leading  free-traders  of  the  ^^l^^^ 
Unitfid  States:  "A  protective  duly  .  .  ,  has  **«■' 
for  its  object  to  effect  the  diverfiiou  of  a  part  of  the  capi- 
tal aud  labor  of  tbo  people  out  cf  the  chaimcla  io  which 
it  would  run  othcrwiao  into  channels  created  or  farorei 
by  law."*     Bufot-u  couslderiiig  what  is  involved  in  thus 
diverting  capiital  from  one  industry  to  aiiollier,  the  stu- 
dent must  be  reminded  that  there  is  often  a  difTerencQ 
between  the  immediate  and  the  permnuent   resuUs  of 
Gconomic  cauEos-     Both  need  to  be  considered,  but  it  IB 
easy  to  lose  sight  of  the  things  that  hold   true  in  the 
long  run. 

§  242.  The  immediate  effect  of  levying  a  protectire 
duty  (j^ay  of  fifty  per  cent)  upon  a  foreign  product  ja 
to  increase  by  that  amount  the  expense  of  ^^^^^^ 
imparting  the  commodity.     ThiB    norraallv   cii«i»Bra 
mcreaficsthc  price  at  which  the  foreign  prod-  diij. 
uct  mast  be  sold.      If  the  foreign  product  MUWiihMi" 
formerly  sold  at  one  dollar,  the  protective  "'■^■ticaur 
duty  will  regularly  raise  its  price  to  about 
one  dollar  and  a  half-     This  incn-aRcd  priee  is  lal^-iidtd 
to  induce  domeatic  capital  to  enter  this  industry.     Man- 
ifestly if  domeetic  produccrsj  before  the  duty  wae  imposed, 
could  have  made  a  fair  average  profit  from  manufacturing 

^  from  PhnAdtilpLiii  Aioericaa,    S««  BdhneHp  rrtiiecdaaum.  14. 1T> 
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and  seUmg  ibo  commodity  at  one  dollar,  no  dutj  vouM 
hiive  be^n  needed  to  iiiauro  the  investinent  of  capitEil  in 
tills  hidufttry*  The  prospect  of  securiog  more  than  one 
dollar  for  the  eomiiKuJity  may  ninke  it  profitable  for 
capitaliata  to  undertake  to  produce  it  at  home. 

The  CBtabliBhrnont  of  such  a  "protected  industry" 

adds  nothing  to  the  total  amount  of  labor  and  capital 

r  DnaiM     permanently  invcslcd   in   the   coimtrj.      It 

J^uilnSuiiry  "^^^^^^  diverts    capital  and  labor  from  old 

oiiiKcpaiitrY'  ioduatries  or  from  tlieestablJslinieiit  of  other 

new  indiiBtripfl  Ihat  would  have  been  profitable  without 

protection.     A  slight  exception  to  this  principle  occurs 

whoa  &  protective  duty  invites  foreign  capital    which 

would  not  have  come  to  the  couiitrtf  othervfUe.     But  the 

ftmouiit  of  foreign  capital  brought  to  the  United  States 

by  the   tariff  haa  never  been  mora  than  a  very  smaU 

per  cent  of  the  new  capital  inveBted  in  industry  each 

j'oar. 

The  immediate  effect  of  eatabliahini^,  by  a  protective 

duty,  an  industry  that  would  not  have  been  profitable 

otherwiae,  is  to  attract  into  a  leas  prodnc- 

a.  KHiUltllM 

immriiiiciy  tivc  industry  capital  that  would  have  been 
j^,^^^  invested  in  mora  productive  channels-  What 
p:Agcaf  iHrt  ja  jt  that  mtikes  it  possible  for  some  Ameri- 

prodnctlTt-  _  _      _  , 

can  producers  of  whpat,  corn,  cattle,  iron  and 
etoel  products,  cotton  and  cotton  goods,  leather,  boots 
and  shoes,  tobacco,  and  oile  to  sell  tbetr  products  in 
foreign  countries  at  prices  that  enable  tbcm  to  compete 
with  any  produceis  in  the  world,  while  other  American 
producers  cannot  do  so?     Simply  the  fact  that  the  fij^t 
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clflsa  of  producera  eojoye  exceptional  facilities.  A  pro- 
tective duty  upon  orticlcs  that  wc  cannot  ae  jet  produce 
HB  clicEiply  03  certain  fon^ign  producers,  simply  inritcB 
capital  away  from  lEduatrics  where  we  have  unparalleled 
&d^-ant&gea  into  inditBtries  wht^rc  onr  facilities  are  not 
so  good^  Its  iutiu^diute  i^fTcet,  tliei'efare,  must  be  to 
decrease  the  productivity  of  the  capital  invested  in  the 
protected  industry,  and  to  cajse  economic  loss. 

But  it  may  happen  that  the  industry  establfshed  by  the 
protective  duty  will  prove  to  be  one  for  which  our  pro- 
diicQFs  have  Jirst^ratc  facilities,  [ncxporience  4.  iiiypTer. 
or  ether  initijil  difilculties  may  Lave  been  ^^^^^ 
the  only  caufles  that  prevL'uted  capitalists  cncet. 
from  making  a  profit  by  producing  the  product  at  the 
price  of  one  dollar.  It  may  happen  that,  in  a  feiv  years, 
the  dome atic  producers  can  overcome  theeo  diflicultics> 
and  make  a  profit  by  selling  the  commodity  at  as  low 
a  price  as  the  foreign  producers.  When  this  occurs, 
the  iuduatry  would  prove  sclf-austainLog  if  tho  duty 
were  removed;  and  it  would  become  a  more  profitublo 
instead  of  a  less  profitable  industry-  Then  the  ecc 
iiomic  loss  would  cease,  and  the  ultimate  result  of  the 
protective  duty  would  have  been  to  7ia»ten  the  establish- 
ment of  the  iuduatry.  The  word  hasten  is  italici^cod 
beoauso  such  an  industry  would  be  ona  for  which  the 
country  had  good  advantages, —  one  which  would  have 
been  quire  sure  lo  be  established  without  protection, 
OS  the  labor  and  capital  force  of  the  country  increased. 
Protective  duties  may  hasten  the  growth  of  such  enter- 
prises 'f  but  the  economiflt  must  insiet  that  they  causa 
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n  leB8  prodiictiro  use  of  capittil,  henco  an  economic  waafe, 

imtil the ijiJustry becomca aelf-euppoitbg.   Then tlie cluLj 

ftliDuId  b«  removed,  and  tlie  economic  waste  irould  cease. 

It  is  postiibiB  that  experience  unJer  a  protective  i]»it^v 

raa^  sIjow  that  the  protected  indiiatrj  does  not  enjo^ 

*M*yf*n      »uch  gi-eat  advantages  that   producors  can 

JJjJ'J^^^li^  afford  to  eoll  at  the  prices  charged  hj  for- 

iflAutriH,       cignera  (in  this  assumed  case,  one  dollar). 

Thia  is  merely  a  demonstration  tJaat  the  industr/  does 

nut  enjoy  sudi  Bii|jenority  over   foreign  praducers  as 

other  industries  of  the  country  possess.     A  protected 

indiidtry  that  does  not  become  self- supporting  causes  a 

permanent  ecouomic  waste.     The  labor  and  capital  in- 

vested  in  it  could  haro  been  employed  more  profitably  in 

Bomo  other  industry.    The  diaad^'antage  of  the  domestic 

producer  over  the  foreigner  may  not  he  as  great  as  the 

duty  of  fifty  per  cent  imposed  upon  the  foroigu  product, 

Domestic  producers  may  be  able  to  produce  the  protected 

commodity  at  ft  price  of  11.25.     If  there  is  effective 

competition  among  producers,  the  price  will  ho  fixed  ct 

that  figure.     Then  the  protective  duty  of  fifty  per  cent 

vill  Iiare  the  ultimate  effect  of  raising  the  price  of  the 

counnodity  only  twenty-five  per  cent.     In  all  cases,  pro- 

teeti^'G  driticB  ruLse  the  price  of  (he  commodity  by  the 

increased  money  expense  at  which  domestic  producers 

turn  out  the  article.     If  domestic  producers  conld  afford 

ito  sell  the  protected  commodity  09  cheaply  as  the  forei^ 

producers,  no  protective  duty  would  be  needed  to  catnb- 

lish  or  to  maintain  the  industry.     Dub  it  has  happened 

"^t  domestic  producers  in  the  United  States  have  com- 
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bined  to  raise  prices  behind  the  barrierA  of  tho  protective 
diitjr.  Thus,  ill  the  cuae  u-ssumeJ  hf:re»  the  domeatio 
producers  might  be  able  to  eell  the  commodity  pi-oritflbl/ 
at  a  price  of  tl.25.  If  they  form  a  cemhinatJon,  tbey 
can  maintain  the  price  at  $1.45  or  $1,49*  because  the 
duty  oxcludea  fL>reign  eom[>etitioa  at  any  price  under 
$L50-  Aa  a  matter  of  fact^  a  number  of  important  pro- 
dncta  are  regularly  Bold  to  foreign  ciiatomcrB  at  prices 
lower  than  those  charged  to  American  consumers. 

All  agree  thut  when  a  revenue  duty  la  imposed  upon 
a  foreign  product  that  ii  not  produced  by  any  domestic 
industry,  importers  add  practically  the  whole 
duty  to  the  price  charged  domcatic  cousLim-  uefordEa 
ers.  The  osccptioDs  to  this  principle  are 
not  important  enough  to  require  mention  here.  Gut 
there  is  a  dispute  aa  to  whether  the  foreign  producer  or 
domestic  conaumcr  bears  t-he  burden  of  a  protective  duty 
laid  on  competing  foreign  pniducta.  The  prlnclploH  laid 
down  in  the  preceding  paragraphs  enable  the  quEgtioa  to 
bo  answered  briefly.  A  protective  duty  cun  be  deemed 
nccQHsary  to  maintaia  an  industry  only  so  long  ae 
domestic  producers  are  nnablo  to  produce  the  com- 
modity aa  ciieaply  as  foreigticra-  If  foreigners  can  sell 
the  protected  article  for  ojio  dollar,  ami  dom(.'f^tic  pro* 
ducera  cannot  afford  t^  sell  it  for  less  than  $1.25,  Lhon 
the  price  will  be  #1.25  if  the  domestic  prixlncers  are 
able  to  supply  praelically  all  the  domestic  d<inaud,  and 
if  they  do  not  combine  to  raise  pricoa  to  $1,49,  the  limit 
Bcl  bj  the  hfty-per-cciit  datyon  the  foreign  product.  In 
aucli  a  case  domestic  consumers  bear  a  burden  of  twenty- 
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fitrecentA  on  each  commodttr  bou^t.  Foreign  producers, 
moreover,  vill  be  unable  to  sell  their  goods  id  ihc  domes- 
tic market  unless  they  reduce  the  cast  of  production  or 
Adulterate  thetr  products,  so  thot  they  can  sell  &t  $1.25 
after  paying  the  duty.  If  they  have  other  markoU, 
they  will  cease  to  sell  their  products  iu  the  country  tbat 
lays  the  duty.  If  they  cannot  find  other  inarketa  for 
all  tbeJr  goods,  they  will  try  to  cheapen  their  products 
in  some  way  or  other,  or  may  temporarily  sell  at  a  lower 
margin  of  promts-  It  may  happen  that  a  part  of  the 
turden  of  a  protective  tax  can  be  thrown  temporarily 
upon  the  for^i^  producers  in  this  manner,  but  domestic 
oonsomers  aro  sure  Co  bear  a  burden  proportioned  to  tho 
greater  money  expense  at  which  the  domestic  product  is 
produced.  This  burden  on  consumers  ceases  only  when 
the  domestic  money  cost  of  production  becomes  as  lov 
as  tiie  foreign  co&t  But  then  the  protective  duty  is  no 
longer  neceeeary  to  maintain  the  iodustfr.  Finally,  if 
the  protective  duties  laid  in  America  may  throw  part  of 
their  burden  upon  the  foreign  producers,  it  is  also  true 
that  protective  duties  imposed  by  France,  Germauy,  and 
other  foreign  countries  may  throw  part  of  their  burden 
Dpon  the  American  e?tporter 
If  one  or  two  industries  only  are  given  protection, 
t.  One  BTOect-  ^^^7  ^'^  profit  by  the  increased  prices  that 
iveaaCT>ii*y  ^10  he  securcd  for  their  produeta  But  if 
■4wE«ce«  protective  duties  are  extended  to  many  in- 
^^imj,  gj^^  dustries,  so  that  the  prices  of  many  commod- 
tnoathera.  Jjj^^  urg  increased,  then  the  duties  conflict 
with  each  other.      One  industry  may  be  given  proteo- 
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tion,  Then  other  protective  dtities  ^e  almost  cirrtaiQ  to 
increnao  the  prices  of  the  materials  or  products  neceesarj 
to  build  and  equip  the  plants  u^ed  in  the  fii-st  industry. 
MuHt  Atuerii^aii  producere  p&j  more  for  i^omc  S  the 
materifLls  nnd  products  uaed  in  ecjULpping  atid  running 
their  induEtncs  than  would  be  nGcessarj  without  the 
protective  diities.  They  are  placed  at  just  ao  much  of 
a  dieiidvantago  oa  compared  with  English  produccrsj 
who  arc  able  to  buy  all  necessary  materials  in  the 
cheapest  markets.  This  increased  ezpeoae  of  eatabli»h- 
iiig  and  running  a  busiuess  has  prevented  many  Ameri- 
can induntricH  from  becciniiig  able  to  compete  Bucce^s- 
fully  with  foreign  produeerH, 

§  243.  The  cost  of  producing  a  commodity  is  eeldom 
exactly  Uio  same  in  any  two  CBtablishntcntB.  Within 
any  industry  there  may  be  ten  or  fifty  differ-  mtmvtmttt 
ent  costs  of  production.  Some  estabhsh-  o'p™a'^c"«- 
mentn  barely  manage  to  pay  expenses,  while  others  make 
large  profits  from  Hclling  at  the  ;iame  prices  that  the 
first  establishnients  receive.  In  protected  industries 
some  establishments  may  be  seH-suppurting  atid  able  to 
sell  at  as  low  prices  as  foreign  producei-a  oan  offer,  while 
others  would  bs  crushed  by  foreign  competition  if  the 
protective  duty  sliould  be  removed.  This  is  true  of 
most  of  the  protected  industries  at  this  momeni 

g  1^44.    Protective  duties  can  divert  capital  end  labor 
from  one  industry  to  another,  but  they  can-  -^,^-1^^^ 
not  do  matirthiugs  that  they  are  believed  to  iveaatiea 
accomplish. 

Protectire  duties  do  not  increime  the  wealth  of  the 
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i«oimtrr,  as  loag  aa  tbey  are  needed  to  maiataici  pro- 

^    ^ tected   industries  in  eiistencei     Until   the 

TnSfmVtt 

lAcrfiMc  protected  mdustry  becomes  able  to  produce 
at  SB  low  monej  cost  as  torei^  mduA' 
tricflf  there  is  a  coustaint  loss.  It  may  happen  that  & 
]>rotective  duty  may  hustcn  the  establiebment  of  an 
induatry  which  becomes  self-aupporticg  and  exceediDgly 
profitable.  In  such  a  case  the  protectiro  duties  cause 
an  initial  losa  that  may  be  counterbalanced  hy  the  ullU 
mat*  gain  of  creating  a  very  producdre,  self-aiintaLumg 
industry  earlier  than  it  would  have  been  established 
otherwise.  In  olbor  cases,  protective  duties  divert 
capital  from  moi'e  prodactive  to  less  productive  channels 
of  invcstmcut,  and  cause  a  distinct  loss. 

Protei^tivc  duties  cannot  incrcasi^  permanently  the 
total  industry  of  a  country,  as  we  have  seen  (§  242). 
n^daut  It  ii^  sometimes  aaid,  fur  lostuuce,  that  if  we 
l^STSS^  had  not  imported  *3l,206.00()  of  silk  gooda 
oficADBir?.  iu  1895,  we  should  have  given  just  so  much 
more  emplo^'ment  to  domestic  labor  and  capitaL  But 
the  labor  and  capital  needed  to  produce  thoae  silk  im^ 
ports  would  merely  have  been  diverted  from  some  other 
induatry  in  which  they  would  have  found  investment 
sooner  or  later.  In  such  a  year  as  1895,  when  uncer- 
tainty as  to  the  future  of  our  currency  was  paralyzing 
a]l  business,  it  la  probable  that  we  had  considerable  un- 
employed labor  and  capital,  some  of  which  might  have 
found  investment  in  tbc  ailk  industry.  But,  even  in 
this  case,  increaaed  protective  duties  would  merely  have 
cauaed  this  amount  of  labor  and  capital  to  be  invented 
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earlier  thaa  otherwiBe.  It  would  have  caiiaed  no  perma- 
nent incrooae  of  buBireBs.  Moreover,  these  431,206, 01>0 
of  ailk  iuiporta  were  paid  for  by  an  approximately  equiv- 
alent amount  of  exports.  If  a  protective  tariff  cuta  off 
audilettly  1131,206.000  of  imporU^,  it  will  not  iustajitly 
decreaae  exports ;  for  foreigners  will  buy  and  Americans 
will  BolL  as  long  sb  prices  make  it  profitable.  But  in  Die 
lung  run  a  doerea&e  of  J^31, 206,000  in  imports  will  cause 
exiKJita  to  cscood  imports  by  just  that  amount  from 
year  to  year.  Foreignera  will  be  unable  to  pay  for  this 
excess  of  ex]]orlB  by  bills  of  eachange  drawn  against 
silk  goods  sold  to  Americans,  ae  IJiey  used  to  do.  Sooner 
or  later  they  must  pay  for  the  eiceas  m  money.  The 
inflow  of  money  will  ultimately  tend  to  raise  prices  and 
GO  to  cut  off  the  export  of  goods  that  are  now  being  ex- 
ported  on  a  narrow  margin  of  profit.  A  coitntrif  cannot 
export  unUit  it  will  alaa  import.  A  reduction  of  imports 
by  protective  dutloa  will  ultimately  lead  to  a  decrease  of 
exports.  Finally,  protective  duties  may  lead  tg  retalia- 
tory legislation  hy  other  comitries,  as  the  tariff  of  1890 
probably  did.  If  foreign  countries  increase  the  duties 
charged  on  the  articles  that  we  sell  them,  or  impose 
other  restrictions,  then  the  decrease  in  our  exports  may 
happen  immcdiatelyt  instead  of  coming  more  slowly 
through  changes  in  prices. 

It  IB  said  sometimes  that  we  may  keep  our  money  at 
home  by  discouraging  imports  of  foreign  products.  It 
ia  possible  of  coni-se  to  diminish  imports  by  protective 
duties  ;  and  sometimes  such  action  may  cause  exports 
to  exceed  imports,  and  lead  to  a  net  importation  of  gold. 
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But  Buch  a  concJitioQ  can  be  mcrelj   temfiorary      Tlie 
murement  of  money  from  countrj  to  country  is  auto- 
matic, depending  upon  ccmpuratlvo  pricoa. 
luttuepcr-    If  vG  continuallj  import  gold^  wc  tend  to 
^I'l^I^iof  raise  pricea.      Higher   prices  diminish   ex- 
ports.   If  the  first  decrease  of  eiporifi  does 
nut  stop  the  exceM  of  exports  over  Imports, 
then  prices  will  continue  to  riae  imtil  ei- 
porte  fall  to  the  level  of  out  diminU^hed   imports,     A 
country  will  bqcutc  from  the  world's  stock  of  money 
enoDg^h   currency  to    enable  its  business  to  be  done 
at  the  general  lerel  of  prices  that    prevails  in   other 
countries-     Nor  can  it  permanently  retain   more   than 
this  amount. 

Wagos   in  the  United   States  are  somewhat  higher 
than  in  England.     The  American  wage  earner  not  only 
Ther  c4Baat    receivcB    mofo     money     than    the    Englieh 
locTMaetiw     worker,  but  abo  he  eeeurcs  with  his  money 
oTwwsu      a  greater  a.mou7\i   qj  convmodiitet.     The  im- 
acoanuy,       portant  tUiug  is  that  the  Auiencan  worker 
reoeiTeB  more  food,  clothes,  shelter,  books,  eta,  tlmn  the 
English  laborer,  on  the  whole.     Now^  it  is  self-evident 
that  American  wages,  eipressed  in  terms  of  commodi- 
ties, cannot  escocd  English  wi^es  unless  there  arc  more 
commodities  produced  for  the  laborer  to  recerTCn    Real 
wages,  we  repeat,  cannot  be  greater  In  this  country, 
uuleBs  our  induKtry,  as  a  whole,  is  productive  of  more 
commodities,  of  more  consumable  wealth.     Now,  a  pro- 
tected industry,  until  it  becomes   self-tmpporting  and 
uo  longer  needs  protection,  is  not  as  prodactiro  ae  the 
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unprotected  industries  which  alvays  have  been  ae]f< 
suataining-  Coiiseqiientlj,  a  proteclive  duly  leSHena 
production,  and  decreases  by  jnat  so  much  the  commodi- 
ties amilahle  for  tbe  support  of  laborer  find  capit^liBt 
aliko.i 

g  245.  In  tills  country  certain  industries  hare  alwaya 
been  plieiiomenally  productive,  that  is,  they  hare  yielded 
aik  upuaually  largo  product  for  each  unit  of  Reiitioi] or uif 
invested  labor  and  capital.  Money  wagea  !J^',Jnitrt" 
in  these  industries,  particularly  in  agricul-  surte^ 
turcj  have  always  been  higher  tiian  in  Europe>^  Em- 
ployers could  afford  to  pay  higher  wogOB  becauso  tho 
labor  was  so  productive  that  the  money  cost  of  produc- 
ing each  unit  of  product  was  email.  Now,  other  em- 
ployers could  not  induce  laborers  to  work  for  them 
unless  their  industries  were  productive  enough  to  en- 
able them  to  pay  wages  suflficiont  to  induce  men  to 
keep  out  of  agriculture  and  other  self-auataining  indus- 
tries,  Tho  wonderful  natural  rcsourocs  of  our  couEtry, 
which  arc  unsurpassed  i  tho  energy^  intelligence,  in- 
genuity, and  fiicellent  industrial  character  of  our  labor 

1  Of  cr>iiTVi  thia  prMiippoaM  that  tli«  tihai&  or  pmpnniofi  of  the  toll} 
prodact  tbftt  gi>oa  to  the  l&lorere  is  noi  oBcctoH  pflrm^LuCDtl^  by  tbo  pro- 
b^ctifQ  duE-T.  It  would  Lordlj  he  claimed  hHoiuIj  tliHt  such  in  not  the 
n«n.and  that  the  iariJt  permajKnUy  onlargetf  tho  share  of  tlie  IdLror^n  in 
ttie  ti>laL  proiiact.  Jjpastoi  all  eo-utd  thiA  be  true  of  tha  United  Stalas, 
vboTO  inloHsC  and  profits  B.Te  goncmUj  higher  than  in  moflt  KurDfipau 
conLiLriea-  l^aibhsr  ^uuld  luj  onfi  cl&im  that  mnDnEiulurDrd  «hu  fAvoi 
jirotrrtioD  lIu  wi  htcAUse  prutocllro  duties  lEtrease  ili<:  pruportiiru  uf  Lbe 
ppoilurt  pATd  to  lAboTBrs,  ibd  defreBAe  ttk#  (iropcrtloD  rep^ir^d   bj  thp 

^  BTidDiice  QD  thU  poLut  rcuu  bitck  to  (ho  ycv  IGtEi.  See  f  lii  and 
(M. 
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W  force,  —  these  are  the  causes  that  have  madd  the  prod- 
uct of  our  total  industry  lu'^,  aud  liavo  ruiscd  the 
ft  amount  of  commodities  recoived  by  our  laborers  tibove 
I  the  liivul  of  wiL^os  rtucured  iu  foreign  countries.  Tljere 
I  is  no  jjoBaible  way  by  which  the  industrial  ]ni|mla(iaii  of 
I  one  country  oan  gccurc  more  oommodiUoa  timu  foreign 

■  pooploe  except  by  producing  more.     Prior  to  1789  wogea 

■  wei'C  high  without  protective  dulies;  since  tliatdato  they 
hare  remained  higher  th&n  foreign  vvagca,   in  spite  of 

■  tie  fact  tliat  protective  duties  have  diverted  some  capl- 
w  tn.1  from  tnoro  productive  t^  lesa  prodi^clive  iTivt^atinenls. 
I  The  fund  amenta  I  fact  for  tlie  studt^nt  to  consider  ts 
I  that  employers  in  unprotootod  imlustneB  have  always 

I    ?TrtKtodtid  P^^^  higher  money  wages  than  foreign  em- 
oipiDiectcd      [jloyers,  but  baTo  enjoyed  such  advantages 
iu  natural  reKourcea  and  eHicient  labor  that 
I  thoy  could  afford  to  pay  more  money  wages,  and  yet 
BcU  their  products  ns  cheaply  as  the  foreign  producer. 
In  the  protected  industries  our  natural  advantages  and 
the  efli<^jency  of  our  luhor  have  not  given  employers  so 
I  great  advantages  over  fur-eign  producers  as  our  unpro- 
I  tected  industries  have   enjoyed.      Therefore  they  liavo 
"  been  unable  toeaUblish  business  Quterprises  and  to  pay 
laborers  aa  high  money  wages  as  unprotected  employ- 
era  could  offer,  without  having  the  price  of  their  prod- 
uct iucreaned  by  a  tariff  duty.     This  increase  of  price 
InjErrcly   cualiled  them  to  pay  the  high  rate  of  money 
wages  that  had  always    prevailed    in   the  unprotected 
industrioe.     The  removal  of  all  protective  duties  would 
pot  a£Eect  permanently  tho  general  rato  of  wagoa.    It 
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would  close  up  somo  of  the  protecterl  eBtabliahmeuta, 
and  the  laborers  employed  there  would  be  thrown  out 
of  employment.  These  uueuiployed  laborers  woold  tem- 
porarily cause  an  oyei-aupply  of  labor,  anJ  their  com- 
petition ntight  reduce  money  wu^s  in  Bome  other 
induBtriea,  But  aowier  or  lat^r  these  diepluccd  labor- 
ere  would  find  empl^ynieut  Id  new  seU-sustaining  in- 
dustries,  aud  money  vuges  wmilil  riau  aguin.  Tlie 
reeult  would  be  like  the  inveutioo  of  a  labor-Baving 
machiuG  that  throws  thouaaudG  of  laborers  out  of  em- 
ployment, Temporarily  tl-eec  unemployed  laborers  tend 
to  depreaa  wages  in  other  industries.  Ultimately  they 
find  employment  in  new  iudu&tries  made  posalblo  by 
ihe  invention  oE  the  machine ;  and  wages  do  not  per- 
manently remain  depreaaad. 

In  this  country  the  relative  number  of  lahorera  whose 
employment  in   protected   industries    depends   dii'ectly 
upon  the  protective  tariff  is  usually  oxog-  tim  mniiMr  of 
gerated.     In  1880.  it  appeared  that  there  ^^T!""'" 
were  7,299,000  farmers   who  were   not  af-  tecUvcaaUEi 
fecUd    directly    by    tlie    tariff^^    Furtber,  HTdyi/JhV 
5,884,000  producer,  engaged  in   trade    or  "■*^'^  ^^^ 
trans porla,tion,  or  in  professional  and  personal  services, 
were   not  affected   directly    by    the   tariff,  aiace   their 
work  has  to  bo  done  in   this  country  and   cannot  be 
done  abroad.     Finally,  3,837.000  producers  were   em- 
ployed in   inauufactures,  mining,  and  meehaiiical  pur- 

1  Thie  l](;ure  oxFladcfi  aa:  lutf  (he  s^ncaUnral  pcFpolation  of  AfAine, 
yew  lloinpsLire,  VorLjjouL,  Aud  New  Vi^rk  as  puhuiliLj  affvctBd  by  Ciuj» 
dlon  t^ompeUcioD.    See  hA-voBim,  la  6kaw,  N^tiouBl  RsTititieB,  iBl-iai 
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suits.  But  of  these,  2,216, S48  were  employed  as  bakers, 
Irlackamitliaf  carpentersi  mae(>n8>etc,}  —  whose  work  muat 
be  done  in  this  country  and  cannot  be  done  elsewhere, — 
or  were  employed  producing  goods  that  were  exported 
to  forei^  mai'keta  and  sold  at  prices  as  low  fis  aoj  in 
the  world.  This  made  about  15,400^000  wurkera  who 
were  not  directly  dependent  upon  the  tariff  for  their 
employment^  and  only  1,990,000  laboj-era  whose  posi- 
tions coiild  be  directly  effected  by  protective  duties.* 
Even  of  these  1,990,000  laborers  in  the  so-called  pro- 
tected industries  it  is  probable  that  many  were  em- 
ployed in  eatabli aliments  of  enperioi"  efficiency  which 
would  not  be  obliged  to  close  by  a  withdrawal  of  pro- 
tective duties-  These  Jlgures  show  tbe  abEurdity  of 
supposing  that  the  ws^es  of  lees  Chan  1,990,000  pro- 
tected laborers  wore  able  permanently  to  keep  the 
wages  of  15,400,000  unprotected  laborers  fifty  per  cent 
above  the  wages  paid  in  foreign  countries* 

§  240.    While  protective   duties   Jo  not  add   perma- 
nently to  the  invested  capital  or  the  total  industry  of 
Tbc  AiTittbU'  a    country,   and    while    they    do  cause    an 
Uffproitcuve  cconomic  loss  as  long  aa  the  protected  in- 
BdUa.  duatries  are  not  self -sup  porting,  it  is  some- 

times   possible  to  favor  tbem  on  other  grounds.     The 
economic  warite  of  bUBtninirig  by  proteetion  an  Industry 


^  TheCmviurtf  ISBOflhiiwithefollomagrffsoltfl:  MgHcuUure, 8,4^^,231 
per*j[i»;  proffiBBiona!  and  pepMHiJ  *sri'iroi,  5,JHW,Si9  persnni  :  Irftilfl  and 
bRUL9]iOTmCinii,  3.AS5,%9  pOrBuiiH ;  nkJUuIiulanA.  inHliaaits,  hfkI  mining, 
*,fl3Ml9  pereoui,  Bj  conankicfi  Entra  reosoB  nntietin,  No,  ^^.  Ha.*  IS, 
t«9a.  the  atodflaL  can  molu  tbe  oecesurj'  dvductiori  Jruiu  CIbh  i.  luiil 
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that  ia  not  aclf-nupportin^  should  be  iranki/  admitted, 
hut  it  may  be  fairly  argued  that  sometimes  this  economic 
loHW  is  count4?rbiiln.nced  bj  a  greater  gain. 

Political  reasoiiH  mnke  it  very  advisable  that  a  DQtiOD 
should  be  able  to  produce  ita  own  military  armaments 
and  mai^fiel  of  war.     Also,  it  may  be  polit-     f»Tn«tiv* 
LCJiily  nd^isable  for  a  nation  to  produce  its     MimucLcEi 
principal  necessities  of  life,  in  order  to  be     ^^J^"^ 
iudejhindcnt  of  otber  naLioDs  in  case  uf  war.     Military 
and  political  con  side  rations   often    must  oatweiy;li  con- 
BideratioiiB  of  a  purely  economic  eharacter. 

In  a  nGvr  country,  such  se  the  United  States  a  cen- 
tury ago,  capital  is  often  scarce,  as  compared  with  the 
demand   for  it;    the  labor  force  is  inauffi-     P"t«ti« 

,  ,  (olnfuit 

cient  and  Ingh-pnced  ;  and  the  money  ei*  iMtoMH. 
penaes  for  capital  and  labor  are  high.  These  greater 
expenses  retard  the  developmefit  of  industries  where 
untiaual  natural  resources  cannot  be  utlliifed  immedi- 
ate ly,  where  the  greater  efficiency  of  labor  and  capital 
does  not  compenaate  immediately  for  tbeir  greater  cost 
In  the  infancy  of  a  conntiy'a  industrial  development  it 
may  he  wise  to  aid  a  few  industries  by  protective  duties. 
These  duties  raise  the  prices  more  or  IcbSt  but  they 
enable  the  employer  to  overcome  the  initial  disadvan- 
tages that  coufront  him.  Such  protection  should  be 
extended  for  a  reasonable  time  only,  until  tlie  infant 
industry  can  get  upon  its  feet  and  support  itself* 
But  each  case  in  whieh  protection  is  demanded  should 
be  conaidered  very  cai'efully  upon  its  own  ment«. 
Moreover,   such    protection    can   be  extended  only   to 
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A  few  indosUict.    If  protecttre  dotiee  4rc  leried  oo 
ftll  fMMibl^  coaipettug  product*,  ooe  tends  to  aeotrml- 
f»  the  sdwuiUgc    Gvnfer/ed    hy   another.     FrotcctiTe 
duLieti  must,  <o  long  u  tfaejr  are  needed  to  gapport  tc 
fndiutrj,  f^vo  tliftt  indoitty  eococrageioeDt  at  the  ex- 
penao  of  nU  irho  pay  tbe  higher  prieefi.     If  the  protected 
iiidufttry  Aooii   iMTcmnes  ftelf-Hupporting,  then   the  dutj 
ma;  be  aboIi«ljcd»  oiid  the  iodudtr^-  may  b«  thenceforth 
advaiitiit^euuH  to  all  mteroats.     The  danger  with  protect- 
ivu  ihktii-a  ilcHJgtivd  lo  foater  infant  ludListriea  ia  that  the 
lufaiilH  UTO  floldoro  willing  to  give  up  tlie  protection  once 
^Mceotdad  to  UioiQ.     In  t!iia  Gcvuirj^  after  eighty  years  of 
protection,  our  "  infant  industriea"  oppoao  the  removal 
of  Uie  prolixtivc  diUic«.    At  the  present  time  tlic  infant- 
indiittry  argument  haa  little  force  when  npp>lied  to  the 
Condil.ioitM  eiiitting  in  tlie  United  ^States,  for  this  couH' 
try  i«  no  longer  in  ita  Indiutrial  infancy- 
It  Ik  inipoHflible  to  discuRS  in  tbia  chapter  all  of  the 
orgiimiMits  ud^jincod  in  favor  c>r  protective  duties,  but 
etbiTirrn*     tfio  Htiid4>nt  Bhould   ejEamine   them  in   the 
HvwL^n       light  of  tJic  principlcB  explained  in  the  pre- 
4«i]«H  UL'diuf;  |niia^ia|ili*.'    One  of  thoae  ia  con- 

nected with  tlio  inhin1'incltititni-a  argument.  It  ia 
olainiQd  that  a  young  or  nn  undeveloped  country  needs 
pn^tection  in  order  to  diversify  its  industry.  Without 
protw:Uvtj  duties,  the  youuR  country  will  devote  all  ita 
enifricy  to  tho  production  of  a  few  raw  materials  for 
vhioli  it  Ilus  great  aJvantagea  ;  it  will  not  utilize  ita 

>  BhShitii,  Wnllh  of  Natiom,  Bit,  ir- Chup.  a.for  aftw  otEivrciUM 
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other  natural  reaources  ;  and  will  give  du  opj>ortunLt^ 
for  the  development,  uf  the  skill  timt  its  population 
may  poasesa  for  maoufactiiring  pursuits.  In  a  countPj 
posBeeseO  of  foiA'  natural  advantages^  whose  inhabi- 
tanta  have  little  energy,  eelf-reliance,  or  progrersivonoBs, 
it  miglit  be  advantageous  to  rcBort  to  a  few  protective 
duties  in  order  to  give  labor  and  capital  the  initial  im- 
pulse toward  a  diversification  of  Industries.  Tliia  policy 
wuuld  cause  loss,  and  would  be  eKpen^ive  ;  bjt  it  miglkt 
have  certain  advantages  in  the  long  run.  In  the  United 
States  Buch  con  side  rations  have  very  little  force.  Our 
natural  reaourccs  are  too  numerous  and  varied  to  make 
it  poeeiblc  for  us  to  be  ehut  up  to  the  production  of  ravr 
matenala.  In  the  eighteenth  century,  in  spite  of  Engliali 
competition  Bud  in  the  face  of  Parliament's  prohibitory 
legislatiou,  we  cetublidlied  several  lines  of  TnaruFaetureB, 
After  1789  our  capital  and  labor  were  invested  in  foreign 
commorco,  until  we  did  a  large  part  of  the  carrying 
trade  of  the  world.  This  was  accomplished,  not  ''by 
protection  and  bounties,  but  by  unwearied  exertion,  bj 
extreme  economy,  by  unshaken  persererancc,  by  that 
manly  and  resoliit*?  Bpirit  which  relies  on  itself  to  pro- 
tect itself/'^  Since  181G,  there  have  been  periods  when 
protective  duties  may  reasonably  be  claimed  to  have 
hastened  the  growth  of  manufactures^  but  it  cannot  bo 
ehown  that  manufacturing  iudnatrics  would  not  have 
continued  to  develop,  even  without  temporary  protectioUn 
It  can  be  seen  that  diffcrcutiation  of  industry  would 
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hax'O  taken  placo  vithout  protection,  if  wo  merclj'  loolc 
at  what  liae  hupjieiiGd  in  Hic  ititcnial  tiodc  of  the  coun- 
try. Ths  Constitution  assured  us  freedom  of  trade 
througJiotit  the  iBuj^tb  and  b^-eadth  of  our  land.  Now, 
have  the  newer  serLionn  bten  unablo  to  diversify  their 
iudaatrioB  in  the  face  of  tlic  compotition  of  the  further- 
dovolopod  ioduBtriefl  of  tho  Northooat  ?  From  tho  very 
start  hand-trades  and  mochanical  piirs^uita,  that  must  be 
carried  on  in  ttio  locality  whore  needed,  grew  up  heaido 
agriculture.  Tlien  began  the  maimfacture  of  coarse 
proiloctSf  snch  as  coarse  cotton  goods  in  the  South,  and 
coaPBCi*  leatherj  iron,  and  woolon  goods  in  the  Weet. 
Gradually  tho  manufacture  of  coaraer  products  has 
moved  from  tho  East  to  the  West  and  South,  while  the 
older  statei  have  had  to  doroto  themselres  to  the  prr>- 
ductiou  of  finer  goods  of  all  sorts.  No  one  doirhta  that 
the  West  and  South  will  gradually  develop  these  finer 
grades  cf  mantifactuixj,  as  their  population  nnd  capital 
increase;  but  meanwhilo  thcv  have  very  wisely  devoted 
much  eiiorgy  to  agriculture  and  other  pursuits  in  which 
they  have  unparELllelcd  advaiiliiges.  With  its  ener^tio 
nnd  intelligent  labor  force,  with  various  and  nnrii'aled 
natural  advantnges^  direraiiy  of  occupations  in  the 
United  States  was  as  sure  to  occur  as  the  subjugation  of 
our  territory  to  the  uses  of  civilization.  In  tho  economic 
dcTelopmcnt  of  our  country  the  tarill  has  been  a  factor 
of  minor  Im|>or(ance. 

§  247-  The  huiits  of  this  chapter  do  not  permit  more 
than  a  brief  treatment  of  the  fundamental  facts  sad 
principles  that  underlie  the  tariff  questioa.    Tho  studonl 
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felioiilil  be  reminded,  however,  that  our  protectire  tariff 
h^s  existed  for  a  long  tinie,  and  has  diverted  a  great 
dcjtl  of  labor  and  cnpltat  Into  hivcstnionts 
that  would  be  mined  by  a  Buddet^  abolition 
of  protective  duties.  At  least  five  per  cent 
of  the  labor  force  of  the  country  (certainly 
not  more  than  ten  per  cent)  ia  now  en- 
gaged iu  busineaa  enferpi'iHeB  which  could  not  continue 
to  exist  ]f  protection  should  be  removed  ejitirely. 
To  compel  Ihia  portion  of  our  labor  force^  and  a  cor- 
rcHpoudiiig  amount  of  capital,  to  flud  immediate  in- 
vestment cl&Gwhcro  would  caitac  great  [midship  to  all 
interests.  In  most  of  tho  so-called  protected  industries 
manv  eslablishmenlB,  perliapa  a  majority  in  audi  indus- 
tries  as  the  manufactui'eB  of  cM^tton  and  steel,  would 
prosper  under  free  trade  ;  but  the  less  eflicient  establish- 
ments would  ha%-c  to  be  closed  up.  Nevertbeleas,  it  is 
desirable  and  feasible  to  effect  a  gradual  withdrawal  of 
labor  and  capital  from  enterprises  that  cannot  bccomo 
BcLf-fiuatniniug.^ 

>  Td  tha  vflida  oi  Auxu  Smittt,  **  the  eqnUntlo  rogatd  "  for  (he  intef- 
tsi  cif  ihft  protected  iuiIiMlry  *'  ruc^uir^  tli^it  cbau^t:^  uf  iU'it  LLnl  sliouU 
newer  bn  intnirtorRd  middenlj;  Iml  •lowly,  grailimlly.aufl  after  a  vt-ry  Iihi^ 
wamUip."  "The  ItgikJlature  ,  .  -  ought, npoothi*  rerj  ntcounl.  perhnj*, 
to  bo  pAFtlcut&rly  carofnl  nciLbar  to  cJsEablisli  gjiy  row  monopoLleA  uf  this 
kind,  aur  tu  Dxtcud  iarthcr  llioK  n^ich  &re  al really  csLaUL^hed.  K>try 
fitifh  FP^^Iation  mirvd  iii'va  Bumu  degree  of  n^al  lilM^fdor  Inig  the  coumlta^ 
tiob  of  tha  «tiit«.  which  ft  vriU  be  difficult  AfterwardA  to  cDje  nithout  d> 
caoioiuiig  auoth«r  dliiardu." 
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CHAPTER  Xin, 


THE  DrBTRTBtrnOlf  OF  WEALTH. 


L   SociiJ  Income. 


§  S48.  The  wealth  of  a  eociet;  at  any  timo  consiaU  oF 
all  \i%  accumulated  material  goods,  whether  more  or  leas 
durable,  wliether  cajjital  goods  or  conaum-  socuiwaitii 
able  wealth,  and  all  personal  acrvicea  that  muJiocIiI 
it  has  Bt  its   iliaposaV     It  is  impoBf^ible  to 
measure  and  compute  the  uarioua  personal  eervicoa  that 
form  part  of  the  social  wealth  at  any  moment ;  ao  that 
the  common  conception  of  social  wealth  ia  limited  to 
the  material  possessioDS  of  a  community. 

The  mcmtldy  or  annual  income  is  to  be  diflting;uTahed 
carefully  froin  the  wealth  of  a  society.  The  social  income 
depends  cliiefty  npon  tlie  use  that  is  made 
of  the  eocial  wealth,  It  depends  upon  the 
degree  in  which  the  natural  resources  of  a  country  and 
the  personal  faculties  of  its  inhabitants  are  utilized 
for  the  production  of  material  goods  or  personal  eerYices  ; 
ujion  tlie  manner  in  which  capital  ia  employed  in  erfiatiri^ 
new  wealth ;  and  ujxjn  tlie  extent  to  whieh  djrable  con- 
eumerg'goodsjtheproductsof  past  industry  (for  ex  ample, 
duelling  houses,  works  of  art,  books,  etc.),  are  made  to 
;ield  the  aatiafacticnB  that  they  have  the  power  to  confer. 


OocUliuoQic. 
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Ju  this  vftf  th9  social  income  for  any  month  ar  year  may 
be  divided  into  four  constituent  parts ;  — 

1,  The  satiafacUona  dcrWcd  from  durable  consumable 
goods,  the  product  of  past  industry,  that  atill  rcmam  in 
tl^e  posBE^ssLon  uF  the  ccmmujiitj  and  add  to  its  materia] 
cujovmenfa. 

2,  The  personal  servic^a  at  the  diapoml  of  the  socie^ 
during  tho  period  for  wliich  tlie  income  ia  computed. 

8.  The  material  goods  of  a  consumable  character  that 
arc  the  product  of  the  current  iniiuatrj  for  the  period 
GO  II  St  de  red. 

4.  The  producers^  goods,  or  capital,  croated  hj  the 
current  industry  of  the  period,  and  availahle  for  the  pro- 
duction of  economic  goods  during  following  perioda. 

If  wo  conceive  of  social  wealth  as  an  accit-mulation  or 
faod  of  economic  goods,  tltcn  social  income  should  bo 
oonccired  as  a  continual  floti}   of  personal 
tfiowofKo-  services^  consumable    material    wealth,  and 
"      ^      "    producers'  goods  or  capiUl.     National  pros- 
perity depends  leas  upon  the  amonnt   of  wealth   than 
upon  the  utilization  of  the  national  po&acasionE  in  deriv- 
ing the  annual  income.     In  this  chapter  wo  shall  study 
the  methods  ly  which  the  social  income  ia  distributed 
among  the   individuals,  or  classes  of  individuals,  iliat 
compose  the  society. 

g  249.  The  general  causps  that  determine  the  amount 

cjtniaiiut     of  the  social  income  have  been  discuBsed  in 

^SJ^'^  the  chapter  treating  of  tho   production  of 

vKUiiBcame.  wealth.     But  tho  following  facts  need  to  be 

mentioned  here ;  — 
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1.  Of  the  four  conatituent  parts  of  Bocial  income, 
&B  enumeratecl  m  Uie  preceding  section,  the  first  is  quite 
independent  of  the  enterprise  and  tiio  labor  of  sociotf 
in  tlio  period  duriog  which  tlie  iticomo  ia  oatimated, 
and  depends  upon  past  producHon,  The  Iflflt  three 
parta  vary  vrith  the  productivity  of  the  labor  of  society 
<lnni]g  the  period  under  cousideraLiou,  and  depend  upon 
current  [jroilucLion, 

2.  Considering  now  simply  these  laat  three  parts  of 
social  income,  which  arc  the  output  of  current  industry, 
we  know  that  they  are  produced  l::y  capitalistic  mcthoda 
of  production.  This  is  cspeciaUy  true  of  llic  consumahle 
material  goods  and  the  capital  goods  that  form  the  last 
two  parts  of  social  income. 

3.  The  use  of  capital  in  production  hns  increased 
marrclously  during  the  laat  century,  (bo  that  the  effi- 
ciency of  the  labor  of  any  society  depends  rcry  largely 
npon  the  amount  and  kind  of  capital  utilised  in  prhIiic- 
tion-V  An  increase  of  the  labor  force  or  a  gain  in  the 
efficiency  and  energy  of  the  present  laborers  wouM  re- 
sult in  a  considerable  increase  in  the  productivity  of  the 
iiidustries  of  any  society.  But  withont  an  increase  of 
capital  there  would  be  strict  limits  to  the  increased  pro- 
ductivity caused  in  this  way.  Capital  now  performs 
such  a  large  aliare  of  the  work  of  production,  and  is  re- 
sponsible for  Hucli  a  great  proportion  of  the  eflicjVncy  of 
modern  industry,  that  the  social  income  of  consumers* 
gooda  and  producera"  poods  cannot  be  increased  very 
greatly  unlees  the  amount  of  capital  is  hrst  increased* 
la  other  worda,  tliat  part  of  the  social  income  which  is 
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composed  of  the  products  of  curreDt  induBtr/  depends  at 
any  period  very  largely  upon  the  copitul  used  hi  produo- 
tJon.  It  follows,  IhereforeT  that  the  socia!  iucomeof  the 
people  of  tlie  United  States  durini^  the  year  1896  de- 
pended very  largely  upon  the  capitfi.1  tJmt  bod  been 
accumulated  and  applied  to  pi^duction  prior  to  that  year. 
More  labor  or  more  cfBcient  labor  might  have  increased 
the  year's  income  coiifliderahly,  but  the  prudiict  of  our 
industry  WH,a  profoirndly  dependent  upou  ca^pital  pro- 
duced  hy  the   labor  of  previous  years^ 

g  250.    All    private   incomes,  whether  of  capitalietSi 

kborora,  landownors,    or   eiuployera   come   out  of  the 

_^  social  income  of  the  society.     The  income  of 

PrlMte  In-  ^  -' 

cDranma  One  claaa  may  increase  at  the  expense  of 
otlters ;  liut  it  la  [>os3ib1e  for  the  incumes 
of  fill  classes  to  iacrease  only  when  the  general  social 
income  ia  enlarged.  h\  so  far  as  the  amount  of  the 
social  ineomo  is  dependent  upon  the  capital  employed  in 
productive  industry,  the  incomes  of  all  classes  of  society 
arc  dependent  upon  the  capital  produced  by  the  industry 
of  tho  past. 

n.  Private  Income. 


Xeilud 


§  251.  The  income  of  an  indiTidual  may  be  considered 
to  1«  a  certain  portion  of  the  material  ^oods  or  [wrsoual 
servicea  that  make  up  the  social  income. 
lu  thffl  sense  cconomiats  speak  of  real  in- 
conic,  as  op|iosed  to  money  income.  The 
latter  corsiats  of  income  cxprCBsed  in  terms  of  m.oney. 
This  distinction  ia  important.     It  is  possible  to  increase 
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Tuoney  incomes  without  Jncroaamg  real  incoiuea.  If  tlie 
cui-reucj  of  the  United  States  should  be  doubled  in  anj 
year,  money  iiicomoa  of  rniuiy  persona  might  be  iucroaeed, 
but  the  Biiuultancoua  iucrcaso  of  prices  would  wholly  or 
partially  olTact  the  inci'eoflc  o£  money  incomes.  Mani- 
febtly  an  iucreaao  iit  muutiy  iucLimca  due  to  such  a  cmise 
OS  this  does  not  aft'ect  the  real  income  of  the  country  in 
any  particular.  SOy  in  comparing;  the  money  incomes  of 
laborers  in  cue  country  with  those  of  another,  it  is  neces- 
sary to  compare  the  relative  purchasing  power  of  money 
in  respect  to  those  coiumodlticB  which  the  laborer  con- 
sumea.  Higher  mouey  wages  may  or  may  not  indicate 
biglier  real  wages  and  a  greater  degree  of  prosperity  of 
the  laboriLig  classes, 

§  262.    private  incomes  are  regularly  exproBScd  and 
measured  in  terms  of  moDcy.     A  money  income  may  be 
cooaidered  a  demand  upon  the  current  prod- 
ucb  or  pant  accumulations  of  Aociety  for  any  coma  tntnur 
commodities  or  aervicea  that  the  receiver  of 
the  iocome  desires  to  purchase.      Money  inconios  are 
regularly  expended  for  the  commodities  or  serricos  that 
constitute  the  real  income  of  the  receiverp    Only  in  a  few 
cases  are  money  incomcB  hoarded.     Whep  money  ia  de- 
posited in  a  baulc,  the  depositor  of  the  money  really  lends 
to  some  other  person  the  right  tu  demand  ciHnmodHIea  m 
the  present,  in  return  for  the  right  to  receive  at  son^e 
futui'e  time  an  eqnivalent  income.     Money  incomes  are 
expended  for  the  following  things  :  — 

1.  SerricoB  or  conSLunuble  commoditica,  the  product 
of  current  iodnatry, 
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2.  Durable  consumable  gcwjds^  the  product  of  past  in- 
duBtr)'^  as  in  the  purchase  of  a  houae  or  book  produced 
in  previous  years. 

3,  Producers'  goods  or  capital^  the  product  either  of 

ourreiit  or  of  past  iuduatrj. 

§  253.  In  treating  of  the  diatribiition  of  tlie  reel  income 

of  a  society-  among  its  individual  members,  ve  have  to 

coueider   primarily  tbe   causes    that  affect 

The  dUlritn-  ^  -^ 

tkudiaoHj  the  money  incomes  received  by  individuals. 
Within  any  aecial  group,  the  real  ijicomc 
of  one  individual  will  be  larger  or  smaller  tban  the  real 
incomcB  of  oUiei-  individuula  roughly  iu  proportion  as  his 
money  inctinie  is  larger  or  sinaller.  Between  different 
groups  prices  may  be  bo  different  that  this  will  not  bold 
true, 

IIL  Primary  uid  Secaadaj?  Diatributioiu 

§  254.    Considering  now  the  money  incomes  roooived 

by  individuals,  wo   must  notice  that  the  first  process 

prtmny         by  whlch  private  money  incomes  are  detcr- 

dinrthniiQii.    Qjjjjed  ia  tj^e  g^ie  „f  products  and   services 

in  the  market.  lUaterial  goods  and  itervices  are  sold  for 
woney,  then  the  necessary  eipriises  of  production  arc 
pai^d^  and  a  i^et  int^omt  is  secured.  This  ia  tho  primary 
fact  in  the  distrilution  of  money  incomes  among  indi- 
viduaUf  and  may  be  called  the  primary  proccrss  of 
di^trlliution. 

Suppose  a  farmer  to  own  bis  land,  buildings,  11  veBtocV, 
machinery,  and  tools.  Suppose  him  to  perform  all  tbe 
labor  of  carrying  on  tbe  farm.    Then  suppose  that  the 
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B&leG  of  the  productB  from  the  farm  amotuit  to  $2,500 
annually,  while  the  exponBCS  for   pui-chaaing  aeed,  re- 
newing the  laud,  repairing  buildings,   end    pH^^y 
keeping  the  stock  and  implements  in  good    iirtritwtjpi 
coudiiluii,    amount    to    ^I^f^OO    each    year,    bjtatciw 
Then  tlie  farmer  will  have  a  gross  iucomo    ""'""i*''' 
of  $2,500  and   a  net  income  of  $1,000.     For  him  the 
dietiibutioc   of    wi^alth    means   simplj  the   sale  of  his 
products  and  tbo  payment  of  tlie  exponsea  of  ruimlDg 
the  farm.^  ^ 

Aasumo  other  wisea.  A  pLysknan  may  own  all  the 
capital  used  iit  hia  profession.  He  gets  Ifm  gross  in- 
come  by  selling  Ins  services,  and  recei^'ea  a  (jui„ 
uet  income  proportioned  to.  the  excess  of  bi3  i^i"*""^™^ 
gross  incomo  over  tlic  expenses  of  carrying  on  liis  busi- 
ness. So  with  a  Bhoemaker,  a  tailor,  or  a  proprietor  of 
a  small  store,  who  may  own  hia  capital  and  land  and  do 
all  his  own  work, 

§  255.    Now,  if  nil  prodnction  were  carried  on  hj  men 
who  owned  all  the  land  and  capital  used  in  buBiness,  per 
formed  all  the  necesaarf  labor,  and  earned  on  uoeflof  ■ 
the  entfirprisoa  on  their  own  responeibility,  ^^^^ 
the  diBtribution  of  wealth   woidd    comprise  4ijirtBotifla, 
nothing  bnt  the  simple  process  of  prtEnar}   distribution. 


*  Cotnmcmlf  &  f(irin«r  ^otn  a  part  or  Ma  tn«mB  \y  dotjinmbp  mme  of 
biB  prcuJiicts  on  ihp  fiirm.  Here  lie  reteiven  his  rtisl  incomr  djrecllj,  with- 
not  rflcpfvln^  n  m&npy  inromfl  ilmt  mnst  hp  eypi'n<34Hi  for  thfl  rwil  in^Bia, 
Y»I,  if  iho  fiirmcr  flionlr]  kocp  h^s  h^mke  mri^fnllr,  hf*  dilj^Hl  to  etlU 
uihte  the  market  Tiloa  ^F  all  proJurE^  ciu^nined  on  tho  fAnr^  lui']  ntld 
thltt  svta  Up  thn  xQgDflj  iucome  B&cored  £^JIEl  iLe  aalu  of  products  in  th« 
mvket 
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But  in  modem  busincBs,  we  find  t70  distinct  clasaes  6t 
income  ['eceivers :  — 

1.  Ferfions  who  secure  a  prirasrj  income  from  m&n- 
agiiig  buBineaa  on  their  own  responsibility,  and  selling 
pi'oducts  or  scrvicea  for  more  than  the  ejKpenses  of 
producing  thooa. 

S.  Peraons  who  have  bnaincaa  rclatioDS  with  the  re- 
ceivers of  primary  incomes,  These  persons  may  be 
laborers  who  agree  to  work  for  other  men  wiio  btar  the 
re^tponsibility  of  furnlBhiug  caprtal  and  of  assuming  the 
risks  of  manBgcment.  -Seeond,  they  may  be  invcstoi'a 
of  capital  who  do  not  desire  to  asflume  the  risks  and 
roBponBibility  of  invostiag  iu  a  buBinesa  that  they  must 
manage  for  thcmsoivca»  Such  capitalieta  often  lend 
their  capital  to  active  baaineaa  men.  Third,  tliey  may 
be  landowners  who  own  land  which  tliey  do  not  dL'siro 
to  utilizOi  and  prefer  to  rent  to  men  who  do  wiHh  to 
11B3  it.  Tbeae  three  classes,  hired  laborers,  lenders  of 
capital,  and  landlords,  receivo  eecondary,  or  derivative, 
or  dependent  iucomea  from  the  pcrsoiia  who  carry  on 
industry  on  their  own  responsibility, 

g  266,   The  distribution  of  seccndary  incomefi  depends 

primarily  upon  the  legal    relations  that  exist  between 

Tiupodiioncf  the  independent  employers,  the  responsible 

!n«Mw^    managers  of  business  enterprises,   on    the 

tfistrtbitton.    ono    band,  and    the   dependent   CApitalists, 

landlords,  and  laborers,  on  thu  other. 

An  employer,  or  a  responsible  manager  of  a  hnsinesa 
enterprise,  usually  has  some  capital  of  his  own  that  he 
mvests  in  the   business   utttler taking.      If  he  fails  to 
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sell   hia  products   for  more  than  the  expenses  of  pro- 
ducing tiKein.  he  muat  meet  all  expcases  con-  _ 
trac ted, even  if  this  has  to  be  done  onto!  his  orr«peHiiaa 
capital.     The  fate  of  the  buainoss  depeaiJe  '**°**^' 
upon  his  ability  ;  aud^  if  lie  incurs  a  loss,  he  alone  is  re- 
sponsihlc.     In  a  commou  partnorsbiii  each  member  riaba 
all  his  property  for  the  debts  of  thefinn.  while  the limilt-d 
ItahiUtj'  of  the  husiness  corporation  limits  tlic  risk  of  the 
Inv'estorB  to  the  ainannt  of  the  capital  invested  by  them. 
On  the  other  hand,  the  employer  or  manager  secures  &U 
the  profit  when  the  business  is  succcsefuh 

CapitalistB  and  lacdon'uers  who  lend  capital  and  land 
to  the  active  managers  of  btisineas  enterprises,  agree  to 
place  their  capital  and  laud  at  the  disposal  of  j^pj^rtaaeDi 
the  manageia  for  a  definile  period  of  time,  uniuUiK 
in  return  for  mterest  or  rent  pmd  out  of  the 
gross  income  of  the  huainess.  If  the  manager  is  unable 
to  pay  interest  and  rent^  or  to  return  the  capital  when 
the  tjme  for  repayment  comes,  out  cf  the  gross  incomo 
of  the  business,  then  he  must  draw  npoo  his  ov^n  capital 
for  the  neceaeary  sums*  The  lenders  of  knJ  and  capital 
avoid  much  of  the  risk  which  the  active  manager  as- 
aumee.  Tlie  leaders  can  lose  only  when  the  business 
f^ls  BO  badly  that  the  capital  loaned^  or  interest  and 
rent  due,  cannot  be  recovered  out  of  the  assets  of  tlie 
ontcrprieo.  The  capital  of  the  manager  serves  aa  a  buffer 
to  protect  the  lenders  from  loss.  On  the  other  hand, 
lenders  of  capital  and  land  receive  ouly  fluted  pajmeuts, 
and  have  no  share  in  any  unusual  profits  that  maj  come 
from  the  business. 
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The  employer  must  aho  paj  the  hired  Uborer»  the 
wftgee  igreed  upoD,  eren  if  this  has  to  be  done  out  of 
Tte  Un4  ^^  capiUL  Id  maDj  states  tJie  hired 
'■**=r'  iihorer  bu  a  **  mec1»bic»'  lien "  npoD  the 
pFodoct  of  the  bume«0f  and  ia  almost  in  the  position 
of  ft  preferred  creditor.  At  the  eamo  time  he  regularly 
baa  no  ahair  in  the  profits  that  maj  be  realised. 

§  257.  There  i*  still  a  third  process  by  which  priratc 
ineomcs  are  determtibed.    Men  who  own  dwelling  bouses^ 
or  Und  for  residence  fiiles,  or  Bome  other 
danble  good,  mar  derire  an  income  from 
renting  th?m  to  other  persons  in  retoni  for  stipulated 
payments.     Such  goods  are  not  n^ed  in  what  ia  technic- 
all/  c^led  productive  indodtrr.     Thej  are  durable  con- 
Bumption-^oods,  for  whoso  ooe  other  people  are  willing* 
to  paj  money  to  the  owners.     The  persons  who  agree 
to  make  such  payments  may  be  independent  employers, 
or  dependent  capitali^U,  landowners,  and  laborers.  On 
otbcr  words,  the  interest  or  rent  p«id  for  the  u«e  of 
durable  eoneumption-goods  mar  come  out  of  either  pn- 
marv  or  seeondary  ineomee.     The  owners  of  each  dam-- 
ble  cousumptiou-goods  consider  then  to  be  a  part  of 
their  priTate  capital,  since  they  derive  an  income  from 
tbcntS  Id  cTeryday  speech,  such  goods  may  be  called 
capital     Bat   the  atodeat  must  notice  that  they  ar«' 
jtnnHf,  iirTHinViW  ca[utal  merely;  that  is,  they  are  the 
moans  by  which  pdvAt^  iudiriduals  secore  a  share  of 
Uw  social  ineomo.     These  dnrabla    eooatinipt ion-goods 
an  not  n«cd  in  what  the  ccooomist  defines  technically 
as  the  production  of  wealth. 
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17.    Q«iiera,l  01asiiflcB,t!oii  of  FriTftto  Tncomea. 

§  258.  From  another  point  of  Tiew,  it  is  poesible  to 
classify  prirate  ineoiues  aa  fallows :  — 

1-  Incomes  received  by  responsible  man-  ^^^^ 
agere  of  busmcBS  entorpriaes.    These  are  HKerot.ud 
commonly  calkd  profits. 

2.  Jncoraea  received  by  laborers  for  their  personal  es- 
ertion  in  produciDg  material  goods  or  serriccs.  These 
are  called  wages  or  Hnlaries. 

S.  Incomes  received  by  owners  of  productive  capital 
loaned  to  manjurera  of  enterprises,  or  by  owners  of  dura- 
ble conaumption-gooda  lonnod  to  other  persona.  Those 
in  cornea  arc  termed  interestp 

4.  Incomes  received  by  owners  of  land  rented  for 
business  enterprises,  or  rente^l  fur  use  aa  rtfBidence 
sites,  and  for  purposes  that  are  not  connected  with  the 
technicJil  process  of  wealth  production.  Such  an  Income 
is  called  rent. 

§259.    Suppose  a  manufacturer  to  own  an  acrd  of 
land  and  $20,000  capital.     He  inyests  S<20,000  in  build- 
ing and  equipping  a  factory,  of  which  sum  m^^j^^^^^ 
he  boiTowa  $10,000  at  si)£  |>er  cent  intert'st,  of  iiiac  foimi 
Tliia  will  leave  him  tlO,ftO0  of  his  own  cap-  ^'™"- 
ital,  wbich  he  mveats  and  re-invests  in  hiring  laborers 
and  buying  materials.     Suppose  that  he  rents  an  addi- 
tional acre  of  land  for  use  in  the  bnstness,  agreeing  to 
pay  an  annual  rental  of  §400.    Then  be  hires  twenty 
laborers  at  annual  wages  of  ¥600  each,     EjlcIi  year  be 
is  obliged  to  spend  $2,000  for  repairing  his  buildings 
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and  beeping  Iii^  iDacliinery  in  good  condition ;  wbile  his 
U:cQ3  and  insurance  amount  to  $C00  annually,  an.d  mta< 
cellaneous  espenses  to  $400  moro.     In  the  course  of  the 
year  he  tunie  out  a  product  for  which  ho  rcccivcB  a  gross 
return  of  $30,0[)0.    In  so  doing  he  Bpcnds  $10,OUO  for  raw 
mutenalB,  etc.,  no  tJiat  he  has  $20,000  ayailable  for  meeb- 
iT\)^  his  olhej'  es|K?nseB.    These  exjienacR  are,  first,  $2,000 
for  repairs,  #600  for  insurance  and  taxes,  and  4400  for 
miacGllancous    expenses.     Tliia    leaves    an    income   of 
$17,000    availaljie  for  meeting   hie    other    obligations. 
Tliesc   arc:  $12,000  for  wages,  f600  for  interest,  and 
$400  for  rent     After  paying  these  lost  expenses  he  baa 
a  groaa  profit  of  $4,000  on  the  jear*B  business.     But  it 
IB  often  cuatomary  to  divide  theee  gross  profiU  into  eer* 
tain  couBtituont  parts.     The  manufacturer  haa  820,000 
inveBted  in  the  busineaa,  on  wluch  he  could  bave  secured 
air  per  cent  interest  without  incurring  the  risks  and 
trouble   of    eatabliahing    and    running    the    enterprise. 
Thorefoi"e  he  will  cetimatc  that  $l,''00  of  these  groaa 
profits  represents  interest  on  his  iuveatod  capitnl.     Sho- 
ilarly  he  owns  an  acre  of  land  which  could  have  been 
ri>iit(?il   for  $400-     Consequently,  he  will  cstiniate  that 
3^00  of  tlie  groaa  piofitti  ropi-esents  mcrclr  the  rent  of 
his  land,     His  net  profits,  thorcforo,  duo  to  his  enter- 
prise   in    edtabliahing  the  induatty    will    be    S4,000  — 
CfK200  +  5400)  ^  $2,400.     TVe  shall  now  proceed  to 
consider  the  causes  that  affect  the  terms  upon  which  a 
manager  hires  laborers,  borrows  c.-ipEtal,  and  rents  land, 
and  the  causes  that  make  it  possible  for  him  to  derive  a 
net  profit  from  hia  business. 
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§  260.    Id  fitud^in^  the  production  of  wealth,  vr&  gan 
that  Bocial,  or  prtKlttctivQ,  capital  is  an  Important  factor, 
and  wo  defined  capital  as  the  produced  insti-u- 
ments  of  indirect  production.     In  atudymg     uaiaiEidye 
the  distribution  of  wealthy  we  iiave  seen'  that  " 

men  secure  incomes,  not  oTily  from  tbose  forma  of  pro- 
ductive capital  that  are  redticed  to  private  cwuerahip^ 
but  also  from  durable  consumers*  ^oode,  such  txa  houses, 
etc^  Iji  popular  speech,  every  possession  of  an  mdivid- 
ual  that  is  a  means  of  securing  a  mone^  income  is  called 
capital.^  The  economist  needs,  therefore,  to  recognize 
that  capital  in  dlstrihution  plays  a  different  pari  from 
what  it  docs  in  production.  In  diatrihution,  we  consider 
methods  by  which  privato  individuals  acquire  incomes. 
Capital,  therefore,  must  bo  viewed  as  a  means  of  private 
acquisittoD,  not  05  a  moans  of  producing  social  wealth. 
We  define  private  or  acquisitive  capital  as  any  product 
of  human  industry  that  serves  aa  a  source  of  income  to 
indiviJuala.     It  includes  ;  — 

1.  Those  forma  nf  social  or  productive  capital  that 
are  subject  to  private  ownership,  and  serve  as  sourcea  of 
income  to  individuals.  Land  is  not  included  here,  and 
must  be  considered  aeparately. 

^  Cnrrio^vs  iButed  by  liveryincij,  nud  boolu  rented  bj  n  onrulAbiiis 
llhmryi  BTQ  oLtior  GxiiiD[ileii  uf  coLHUmnra'  gomb.  \ns6d  oa  mcaiii  of  serritr 

3  Evea  LhDil  \b  iDcladonI  in  tho  popnUr  ooa^ epilon  tif  pr]vDt«  capiCaL] 
ThJi  ahoald  not  be  irK-ludcd  by  Lbe  ecuJii^riiiot,  boni^vbr,  biucq  luir]  is  not 
pn>duf«],  juiil  the  income  rnreivol  from  it  diffen  from  tbe  incoae  lecund 
ftom  otboT  form  oE  prjiolfi  capitaL- 
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%  ThoBB  durable  conHumcire'  goodg  that  can  be 
"  rented  *'  to  otbers,  and  serve  as  eourcee  of  private 
ificome  to  thoir  owners. 

§  261.  Intcreat  in  paid,  first  of  all,  for  the  use  of  pro- 
ducbivQ  capital     Now  audi  capital  ia  wortblcHfl  in  itaelfj 

_  bnt  IB  verv  valuable  when  used  in  the  pro- 

prodnctive      diii'tioti   oE  economic  goods.      What  deter- 
'  minDB  its  value?     For  inBtaoce,  wbat  deter- 

mines the  value  of  a  macliino  or  a  factory  ?  The  value 
of  capital,  like  that  of  any  other  product  of  industry,  ie 
determined  primarily  by  its  margrinal  utility-  In  the 
caae  of  capital,  the  margiual  ulibty  depends  upon  the 
utility  of  its  marginal  proiluct.  But  if  competition  is 
free,  then  the  expenses  of  production  will  esert  an  in- 
fluence on  the  supply.  Ultiraately  the  price  received 
for  a  machinCj  or  any  other  form  of  productive  capital, 
will  be  8uch  as  equalizes  the  utility  of  the  inarc^nal  prod- 
uct with  the  marginal  expcnaca  of  production.  On  the 
othcf  hand^  when  some  element  of  monopoly,  such  as  a 
patent  right,  prevents  competition  from  operating,  tlie 
price  of  the  capital  good  will  be  fixed  at  the  point  of 
highest  net  returns, 

liitfii-est  is  also  paid  for  the  uae  of  durable  con- 
sumers* goods  such  as  dwelling  houses.    The  question  of 

TkiTiiMof    ^^^  value  of  audi  goods  needs  no  further 

iwiueroodL  explanation. 

§  262.  In  the  case  of  a  loiig-Ume  loan,  such  a^  a 
mortgage  loan  on  real  estate  for  a  term  of  years,  or  an 
investmont  in  the  bonds  of  a  corporation,  interest  is 
paid  for  the  use  of  capital.     Many  errors  spring  from  ii 
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failure  to  perceive  that  such  a  long-lime  loan  is  reallj 
a  loau  of  productive  capitiil  in  the  form  of 

'^  Short  Ud 

machiucrj  and  buildings,  and  not  a  loan  of  i^ds  ume 
money-  The  loan  may  be  made  hi  money, 
but  the  money  is  immediately  inreatcd  by  the  borrower 
in  some  form  of  productive  capital.  Moticy  serves 
merely  as  an  inatrumtiut  for  effecting  this  loan  of 
capital.  Such  loans,  and  the  rate  of  interest  upon 
them,  are  not  affected  by  the  amount  of  money  in  cir- 
culation, as  will  ho  ehowQ. 

Short-time  loans  are  aoinewhat  different  They  are 
usually  made  by  bankers,  and  may  be  eitlier  call  loans, 
payable  on  the  demand  of  the  lender,  or  s^ort-one 
thirty-,  siity-,  and  ninety-day  loans,  wblcli  ]J^'^^^^ 
bankers  make  by  discounting  commercial  otiioiiBr. 
paper,  SborMirae  loans  are  required  by  merchants 
who  have  contracted  debts  in  buying  rasv  materials  or 
stocks  of  (iDisbcd  products,  and  must  make  payment  for 
them  before  tho  goods  can  be  sold  again.  Such  mer- 
elianta  continually  borrow  money  on  call  or  for  thirty, 
aiity,  or  ninety  days.  Tliey  desire  iirmcdiate  means  of 
payment,  and  expe<*t  in  a  few  weeks  to  return  the  money 
burrowed  when  they  dispose  of  their  products,  Shcrt- 
time  loans  constitute  a  demand  for  meana  of  paying 
debts.  They  arc  affected,  Uierefore,  by  temporary 
changea  in  the  money  market- 

§  2f53.   Productive  capital  isvs.lued  in  termn  of  money.1 
WlioQ  a  man  horrowa  productive  capital,  the   loan  ia 
commonly  expressed  in  terms  of  money,  and  a  Gertain 
per  cent  of  the  principal  is  agreed  upon  as  the  rate  of 
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interest     Two  queatioiiB  must  now  be  examined  :  FirMt^ 
TterHieof      Wtj  IS  it  ihat  the  person    who  lends  pro- 
ductive capital  can   secure  this  iatercat  or 
piximium  for  the  loan  t  Secorni^  What  deteiv 
rate   of    interest   that    auch   a   i^eiaon  can 


Inccrcflijo 


mines    tJie 
secure  i 

The  payment  of  Int^reat  for  a  loan  of  capital  is  not 

explained  by  aimply  showing  that  capital  serves  to  in- 

!«<»*•  '^^*^*^^^  production,  to  improve  the  quality  of 

fronnUtfer-     the  product,  ajitl   to  secure  producta   that 

thtniMAf     would  bo  unattaiDable  otherwise.     If  men 

i^*im  «i     would  he  willing,  withont  receiviug  iulerest, 

lamiTGOou*  07 

to  accumulate  enough  capital  to  carry  on 
the  businasa  of  tlie  world,  theu  no  quo  could  securo 
inCorest.  But  this  is  something  that  cannot  be  es- 
pectcd.  If  a  fiei-gon  hue  ¥1,000,  ho  can  expend  it  for 
consumers'  goods  tliat  are  as-flilable  immediately-  If 
be  inveals  U  m  capital,  he  can  secure  a  return  only  after 
aome  Liiue  lias  elapHed.  Wlien  he  invests  $1,000  in 
productive  capital,  he  converts  a  prestnt  available  in- 
come into  such  a  form  that  it  is  available  only  in  the 
future.  Now,  pei^sons  wtll  rot  exchange  a  present  in- 
come of  81,000  for  a  future  income  of  only  ftl^OOO. 
This  is  for  two  principal  reasons:  Firsts  the  future  is 
alhFaya  more  or  less  uuccrtaiji,  and  ''  a  bird  in  the  hand 
worth  two  in  the  bush/'  ^SccoHfli  eren  when  tlie 
srtainty  and  risk  of  the  future  pre  reduced  toamiDi- 
I,  most  persons  underestimate  or  undervalue  future 
pleasures  and  pains.  But  many  people  are  willing  to 
invest  tl^OOO  of  income  in  capital  ao  that  it  will  be  un- 
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HTdkblG  for  a  year,  in  return  for  $1,050  at  the  end  of 
that  porioii  The  ^0  premium  woiilJ  ba  interoBt  in 
this  Goae*  It  would  bo  a  premium  addod  to  tho  priiiGi- 
pal  of  tho  loaD,  av-ailabic  only  at  the  end  of  tbo  j'ear, 
iQ  order  to  make  it  equivalent  to  a  prceeiit  income  of 
$1,000.  I^itereat  ia  paid,  thereft^ret  as  a  premiutn  to 
ei]ualize  futiiro  goods  or  future  income  wilh  present  * 
goods  or  income,  in  the  GBtimation  of  possible  invealora. 
Capital  formation  impliea  a  wiUmgnesB  to  iiLYost  pres- 
ent income  in  producora*  goods  tbat  aro  available  onlf 
in  the  Future*  Interest  is  tbe  inducement  necessary  to 
inanre  the  formation  of  enougb  capital  to  meet  the  needs 
of  business.  ' 

Capital  may  be  fumishcil  by  three  claKses  of  perHona. 
Fint^  it  may  come  from  Hch  persons  with  large  incomea, 
who  can  caeily  save  lartre  Eimounta  of  income  ^ 
and  invest  them  in  capital.  Second,  it  may  or  pn-dncun 
be  eupplied  by  persons  of  moderate  means  " 
who  wish  to  provide  for  tl»o  future,  and  would  do  bo 
even  at  very  low  rates  of  interest.  Both  of  these 
classes  of  Investui-s  do  not  require  large  prcmiimiB  in 
order  to  iu*luee  them  to  convert  part  of  tboir  present 
incomes  into  capital.  In  the  third  place,  we  have  mar- 
^nal  InveBtoFB,  who  will  furnisb  more  or  lesB  capita! 
according  to  the  inducements  oJfcrcd  for  its  invesLment. 
These  may  be  wealthy  j>erson3,  or  may  bo  people  of 
moderate  means,  who  would  save  and  invest  a  portion 
of  their  incomes  even  at  low  rates  of  inteiest.  [Jut 
they  will  save  more,  and  funufih  more  capital,  if  the 
premium  offered  for  inveatraenta  ia  high. 


892 


PRISCTPLi:S  OF  ECOyOMICS. 


The  demand   for  producfivG  capital  comcB  from  all 
the  industries  tlmt  are  nccdod  1o  tucot  the  wanta  of 
_  the  aocietr.     Tlie  demand  will  be  large  in 

rm-tiii«Bcn7o  profKtrtum  to  the  energy  and  enterprise  of 
the  pojuilation  in  all  brandies  of  economic 
activity.  Tn  the  second  place,  the  demand  will  be  Btfm- 
ulated  by  the  natural  opportunities  offered  for  favorable 
investmontd.  Both  of  these  causes  have  made  the  de- 
mand for  capital  very  active  in  Ihc  United  States. 

Tho    rate   of   iiitereab  ia  really   the   rate   of  annual 
income  that  will  equalize  fntnre   income  with    present 
ibermLCfiT      iQ  the  minds  of  thoBe  persons  who  furnish 
iTWh^n      ^^^  marginal  portion  of  the  supply  of  capital 
cAfiiAL  needed  to  meet  tho  demands  of  the  business 

of  a  society.  In  other  words,  wo  have  merely  another 
caao  of  the  equnliv;ation  of  the  eupply  and  tho  demand 
through  chnngcftin  price,— -in  this  case  **  price"  meaning 
tho  premium  offered  for  future  goods  op  income.  Prices 
of  oommoditioB  must  bo  high  cnongh  to  cuahlo  the  mar- 
ginal investors  of  capital  to  secure  a  premium,  a  rate  of 
interest,  that  will  induce  them  to  funiisli  the  amount  of 
capital  rcfjiiired. 

The  demand  for  capital  comos  from  business  men,  the 
Th««qBaiia-  managers  of  industrial  enterprises.  They 
aai^mvft     iiBii>LHy  invest  considerable  capital  of  their 

ircDinpitBiiFd   Qyf»   ^fjj  desiro  to  invest  more  wben  the 

m  iiictau 

omtm.  prices  of  their  products  a[^  such  as  to  mako 

it  proltahle  to  put  more  capital' into  their  businesses. 

Tlierofore  they  deaire  to  secure  loans  from  persons  who 

have  surplus  incomes  to  iovefiti  but  who  do  not  desire 
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to  enter'  Into  active  buaiuesa  life.  Tn  an  advnnced  slage 
of  economic  development,  a  large  number  of  iDvestore, 
having  no  active  part  in  buaineBS,  and  a  large  number 
of  aoCive  manQgera  of  cntorprisoa,  form  the  market  for 
loana 

1.  The  demand  For  loana  rariea.  BuBineaB  men  de- 
sire to  borrow  when  they  calculate  that  they  can  sepure 
from  additionnl  investmpnts  of  capital  enough  to  pny 
the  required  rate  of  interest,  and  to  leave  some  profit 
besides,  f^heii  buBioeBs  is  active,  and  the  probable 
profita  of  btiaiticBB  arc  bigh,  mors  buainesB  managers 
will  flesire  to  borrow.  On  the  other  hand,  a  higher  rata 
of  interest  tends  to  discourage  borrowing. 

2.  The  enpplj  of  loana  comes  partlj  from  persona  or 
institNtions  that  ai'e  unwilling  to  engage  in  active  busi- 
nesSf  or  incapacitated  from  doing  so,  Retited  bueiucss 
men,  manngcrB  of  truat  fimde,  banking  houaefi,  nnivei'- 
flitics,  and  Bimilar  institutiona  belong  to  tbia  class  of 
investors.  The  Bupplv  of  capital  furnished  from  nucli 
Bonrces  does  not  vary  (quickly  as  the  rate  of  interest  on 
loans  increases  or  decreases-  In  the  second  place,  loan- 
able capital  ia  furnished  by  people  who  might  engage  in 
active  busincBB  if  the  rate  of  inlereat  should  become  so 
low  as  to  Icnve  large  profits  to  active  managers  of  indua- 
trial  entcrpriaes.  The  supply  of  capital  secured  from 
811  ch  persons  vane  a  vapidly  as  the  rate  of  interest 
changes.  The  combined  supplies  of  loanable  capital 
aeonred  from  these  two  sources  show,  on  the  whole,  a 
tendency  to  vary  directly  as  the  rate  of  intcreBt  secured 
from  loans. 
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3.  Tbe  competition  of  borronrcre  and  loudcrs  in  the 
loan  m&rkot  is  the  cflicient  force  Uiafc  det^^rminea  the 
Ctirrent  rate  of  iiil^rrcst.  Capital  ovncd  and  inTeated 
hy  active  business  nmiiagt^is  Joes  not  come  into  the  loan 
market,  but  it  exf^rclses  an  inflnent-e  upon  the  comjK^ti* 
tion  for  lo&na  that  takos  placo  tbero.  If  managers  hare 
a  [ar^  amount  of  capital  of  their  own,  the  demand  for 
loans  Is  ksB ;  while  a  smaUcr  amount  m  the  owuership 
of  managers  increases  their  demands  in  the  loan  market, 
Thuff  the  rate  of  iuterefit  that  equalizea  future  incomo 
with  present  ia  determined  primarily  In  the  market 
for  loans. 

When  loans  of  productive  capital  become  common, 

and  a  market  rate  of  inCereat  ia  established,  then  uU 

iDtcnaimiT    capital  invc&tcd  in  productive  enterprises  ia 

^iuw^c  considered  to  be  earning  interest,  whether 

iiTccapii^.     such  capital  ia  owned  hy  the  manager    of 

the  business  or  is  borrowed  from  utlier  persons.     Thus 

an  oraployor  who  lies  $20^000  of  his  own  capital  invested 

in  his  business  may  not  estimatd  that  he  has  mado  any 

net  profita  until  ho  has  charged  $1,200  of  his  income 

to  tha  account  of  interest  on  his  capital  at  the  market 

rate,  say  six  per  cent. 

So  far»  we  havo  assumed  that  the  risk  attending  the 

ltbttt«        investment  of   capitul    is   tlie    name  in   :ill 

?!!!l*i!^.-      cases,     But  this  is  fttr  from  true.    Of  course, 

lawr^L         a  certain  element  of  risk  attendfl  nearly  all 

exchanges  of  present  for  future  incomes.     A  buainesa 

manager  may  lose  all  the  capital  that  he  invcata,  and 

may  lose   that    whieb  he   borrows-     Again,    borrowers 


lyTEItEST. 


•dii& 


m3.y  prove  diahouest,  and  mfiy  defraud  the  lenderSi 
eomotimoB  ia  spito  of  legal  rcBtrictians.  But  these 
riaka  arc  not  the  aume  in  all  in703tment9»  and  there- 
fore the  rate  of  interest  varies.  Manifestly  a  larger* 
premium  Ja  iieccsaary  to  equalize  future  incenie  ^vilh 
present  when  there  is  a  risk  that  tlie  pi^omised  future 
iucoma  may  never  be  secured.  An  uimsiially  high  rate 
of  interest  regularly  points  to  au  unusual  risk. 

In  progroBBivo  countries  the  rate  of  interest  tends  to 
decline*    For  this  the  foUovriug  reasona  may  be  asaigned  : 
Id  such  countriea  an  inci^aam^  number  of    ttaAac^ot 
peojile  pessess  capital,  and  are  uawilling  or    V*!"^!! 
unable  to  engage  in  active  buBineaa.     The    d«UM. 
supply  of  loanable  capital  ie  greatly  increased,  and  the 
interest  rate  that  equalises  demand  and  supply  Iq  lev- 
ered.    In  the  second  place,  business  becomes  less  specu- 
lative as  a  country  developa,  and    the   risk    attending 
invefltmenta  is  leeaeDcd.     Finally,  in  such  countries  the 
laws  Uo  more  to  facilitate  the  prompt  payment  or  collec- 
tion of    debts,  thereby  further  dimitiiabing    risks   and 
tending  to  lower  the  rate  of  interest. 

§  264  The  case  of  loans  of  durable  consumers'  goods 
requires  little  special  explanation.    A  person    iHt*r«t  an 
who  invests  315,000  in  a  house  that  be  rents    *'^"'*"^    , 
to  another  person  for  a  year  is  cxclianglug    <«*»- 
a  present  income  of  8-^jCOO  for  a  future  sura  of  |5,000,' 

'  Tbia  ownniM  that  alluwucc  u  moJo  for  repjun  (Uid  fur  tHc  (!ppro- 
ciaEJDD  ju  the  vnluti  uI  ilio  liousOr  The  m>calle(l  "  reiit/'  i?f  a  flwelliug 
liuuB^  intlaiiaji  rapaira  ami  ilppret'imiriii.  mj  that  ihp  owner  uf  ilie  pmp- 
ertv  axa.y  nceiTQ  bock  tl»  oiiginal  tAln*  of  IhB  huiuB  witb  iutBrut  bi  iLa 
cnrreab  nM. 


aw 


pjiixciPLES  or  Ecoyomcs. 


ripjtn  UL  annual  intCTcst  of  9300.  He  exchuiges  95,000 
present  goods  for  $5,300  of  goods  kv&ilable  &  jear 
hence.  The  rate  of  iDt«rc«t  on  S4icli  Icons  ia  det«r- 
minc'l  by  the  laws  of  demand  and  aupplj. 

§265.  Short-timo  loans  Gomtnundinter^t  for  the  saroe 

ts  a«  loans  of  productive  capital  for  a  loDgcr  period. 

But  the  rate  of  mterest  ia  geoerally  higher 

i„„^  OB      <m  shurt-time  loan^.    This  ia  because  G^>Hal 

J'^"'*™'      leiit  for  short  periods  of  onCj  two,  or  three 

months  must  be  contiDuallT  re-iiiT^sted,  and 

caay  lie  idle  for  a  part  of  the  time.    Ctbe  rate  of  interest 

on  ahort-time  loans  ductuatcs  with  changes  in  the  monej' 

market.     If  money  hecorocs  "ti^ht/'  banks   find  that 

their  reserrea  diminish,  and  thej  are  obliged  to  contract 

their  loiius  and  discounts.     This  cnn  be  done  hr  raising 

the  interest  on  short-time  loans.    When  the  stringene/ 

tg  over,  the  bouka  find  that  their  reserves  increase,  and 

they  esrtend  their  discouota   in  order  to  utilize  their 

resources  as  far  aa  possible.    Discounts  can  be  increnBCd 

by  oS'enng  them  at  lower  rates  of  interest    The  mar^n 

of  flucLuation  ia  very  groat  in  the  caae  of  these  fibort 

loana.     On  Oclober  213,  18D6,  the  rate  of  interest  on  call 

.loans  in  Xew  YLirk  was  tfii  per  cent  at  tlie  opening  of 

le  Ofty*s  bnsioosB,     By  noon  it  had  risen  to  fifty  per 

cent  annual  interest^  and  before  night  rose  to  eighty  and 

one  hundred  percent.    On  the  other  hand,  money  on 

call  may  occaaionally  be  in  Ittble  demand  at  one  or  tvro 

;«r  cent. 

g  26d.  For  some  purpoar^s  it  is  useful  to  speak  of  a 
gniu!riil  loan  market,  in  which  loans  of  productive  cap- 
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ftal  for  permanent  mvestmonta  or  for  short  periods  of 
time,  and  logins  of  liui'aljle  conaumera*  floods  me  lou 
are  oEforod  and  demanded,  Unqucetitm-  °^^^' 
ably  there  ia  a  Cf>nncct!on  between  tlie  fJiree.  If  the 
normal  rate  of  return  on  one  bind  of  lonna  exceeda  tie 
retani  on  others,  the  supply  of  capital  offered  for  that 
purpose  will  iiierease^  ami  the  rtite  will  fall  to  the  genernl 
level.  Tins  may  be  a  gradual  procesST  however.  If  llie 
rates  aecured  by  U.inks  on  their  short-timo  loans  arc 
unusually  high,  the  proUta  of  bankers  will  be  larger,  and 
more  capital  will  How  into  the  banking  huatnesa  aooner 
or  later.* 

§  2G7.   It  IB  an  olrt  fallacy  that  an  increase  in  the 
Bupply   of  money    lowers    the    interest  ou    permanent 
investmentB,    while   a  decreased   supply  of  iherneoj 
mo[iey  raises  the  rate.     This  may  be  true  J^^Ji^ 
temporarily  of  short-time  loana,  but  is  false  tawMnrnta 
when    applied   to  more   permanent   mvest-  vjispniwij 
ments.      Tlie   dcmaml    for  Ipana    means  a  '^°™^ 
demand  for  various  other  forms  of  productive  capital, 
not  a  demand  for  money.     So,  too,  the  supply  of  loans  is 
a  supply  of  loanable  capital,  not  a  snpply  of  money,     If 
the  amount  of  money  ia  increased  and  prices  are  raised, 
there  will  be  an  increase  in  the  money  value  of  the  sup- 
ply of  capital  goods,  but  the  money  eipressioji  of  the 

^  In  the  goneral  loan  market  iHir  other  kinda  of  livuis  mighi  be  tava- 
tiauflil'  First,  a  t^w  pBoplo,  aitti^r  Imai  IfuprudeDc^  ^ir  from  mi«fortiiiio. 
boTTQTr  fdnd^  Ed  etUctb  ptr^cnal  JiacfK'itiBB.  But  sacli  loans  ara  iDFJgni- 
SianC  in  LUDuiuit  whtrn  t-ompEveJ  with  t'le  >^ncrm]  tnusor  Inmiu.  Secoud, 
^i>TfiriiRiflDU  borron  Eiirge  flmoDiitfl  for  pnblic  pDipuBBB.  The  deniHJid  cf 
a  goveramfl&t  far  loauR  in  war  ttm^a  mny  ^r&mly  mJK  t^tH  of  iut^raaL 
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dcmftnd  fDr  capital  will  bo  increased  aUo  ;  and  the  oon* 
ditiouB  of  doioand  aud  eup[jly  will  bo  uualtcied.  If  it 
cosU  twice  QH  much  tu  i^slablish  i>roductive  enterprisea 
m  the  prices  of  ]>rodiicU  are  doubled,  ibiMi  the  mone/ 
te  of  the  capital  uoeclod  to  build  a  factory  will  in- 
crease, and  the  money  demand  for  capital  will  iiicreaaG 
proporLionatcly  to  the  mureascJ  supply  of  moncyp 

§  2D8.    From   antiquity   until   comparatively    modern 
tidiort  the  jnstico  of  interirst-taking  waa  attacked  by  plii- 
^  ^^„        lomiphurH^  filalesmen^  and  tliGologintis.    Dut^ 
tJui>fuiiBmi-  ingtbo  Middle  A^a  botb  lh(i  Roman  Chnrcli 
and  the  civil  authorities  of  Europe  prohibited 
tlie  practice.     This  opposition  to  interest,  for  ttio  moat 
[part,  rested  i:j>on  the  assumptions  that  a  loan  wajj  a  loati 
of  monry,  and  that  money  van  sterile  and  unuble  to  prcv 
duce  more  money.     For  this  reason  Interest- taking  was 
Tiecred  as  robbery.    In  modern  times,  however,  It  has 
been  soon  that  most  loans  aro  loans  of  productive  cap- 
ital, and  that  produeci's  need  a  lai^c  supply  of  loanable 
CJipital.     Three  centuries  ago,  the  proving  need  of  Uie 
business  world   for  capitaJ   broke  down   the  mediaeval 
prohibitiou  of  interest.     It  is  the  present  social  impor- 
tanoe  of  a  large  supply  of  capital  that  has  led  inodorn 
peoples  to  justify  intoroat-taking* 

At  the  present  time  usury  laws  are  qnit«  common. 

Most  of  our  states  attempt  to  fix  a  moxitnum  raUj  of 

interest.     Such  laws  declare  the  exaction  of  more  tlian 

a  certain  rate  of  interest  to  be  UBurv:  thor 

make  auch  contracts  void  at  law  ;  and  aomc- 

times  iniUct  peaaltioa  for  charging  usoriuus  interest.    It 
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hae  been  found  that  tbe  commercial  world  manages  to 
evade  tLeso  tisurj  laws  in  one  way  or  fmothGr,  bo  that 
they  arc  practically  moperativc  in  the  gcuoral  loan  mar- 
ket When  applied  to  ci>miucrcial  transactriuna  Uicao  lavs 
are  heyond  question  unwise.  On  the  other  Laad>cur  usury 
laws  have  he![jed  poor  i)eaiilo  who  sometimes  borrow  to 
meet  pereonal  necessitiea  to  kce|.>  out  of  the  hands  of 
money  sharks,  who  mako  a  practice  of  Tictimizing  eucU 
ignorant  or  helpless  borrowers.  It  would  be  wise  to^ 
romos^e  such  restrictions  from  the  loan  market,  and  to 
leave  the  rate  of  interest  to  be  determinci]  h/  the  forces  '' 
of  supply  and  demand  iti  the  commercial  world.  A  high 
rata  of  interest  tends  to  remedy  itself  by  attracting  an 
Increased  supply  of  capital.  On  the  oilier  hand,  tlie 
iuterests  of  the  poor  who  may  have  to  borrow  to  re- 
lieve their  personal  necessities  may  be  safeguarded  by 
leaving  to  the  eourte  tbe  work  of  dceidiug  when  interest 
coatractfl  are  usurious^  aud  ought  not  to  be  enforced. 


VI.    Rent. 

§  269,  Rent,  in  the  economic  use  of  tbe  word,  is  the 
return  that  is  secured  by  the  owner  of  any  natural  agent. 
The  most  common  i^aso  is  the  rent  secured  naiuttira 
from  land,  but  the  rent  of  water  privileges,  •'r«"H 
doL^k  facilities,  etc.»  is  an  income  of  the  same  sort 
Natural  agents  are  redoced  to  private  owneiship  when 
they  become  scarce  relatively  to  the  demand  for  them. 
Land  became  private  property  only  when  nomadic  peo- 
)iles  settled  down  to  agricultural  life,  and  arable  laud 
becojne  scarce. 
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§  2T0.  Natura.1  agents  are  used  in  production  aud 
aervG  to  satniflf^  Immjin  wants,  Thns  far  they  rfraemble 
01  *^M*'^^'  '^'**'  ^^^^y  differ  frani  cnpital  In  tbat 
ntuRi  they  are  mit  pnidiieed,  anil  tlieir  rnipply  is 

fixed  by  natiipe.  Tbey  become  economic 
goods  only  wbeu  tho  Jemand  for  them  iiioreaaefl  bo  hb 
to  make  thorn  Btai'oe,  instead  of  friie  ^oode.  What 
dctenninea  the  value  ol  natural  agents  that  becomo  rela- 
tively scarce  7  Manifestly  their  value  depends  upon 
their  scarcity,  and  ifi  not  affccte<3  by  espensp,8  of  pro- 
duction. The  owner  of  a  scarca  natural  agent,  such  na 
a  piene  of  land,  can  secure  from  it  an  annual  Income^  or 
rout,  say  of  |600,  Then,  if  the  marltet  rate  of  interest 
on  capital  happens  to  be  sis  per  cent,  the  value  of  the 
iece  of  laad  will  be  such  a  principal  sum  as  will  jjeld 
9600  annually  with  intc[i?at  at  the  current  rate-  In  this 
case  the  laud  would  be  worth  $10,000.  Now  it  is  neces- 
sary to  explain  the  causes  that  determine  the  annual 
income  or  rent  obtainable  from  lund. 

But  hrst  it  is  Dcccs&ary  to  oxplnio  that  improyements 
upon  land  or  upon  any  natural  agent  arc  capital,  and 

XnpiDTC&citB  ^^^"^  ^  value  proportioned  t*:^  tlicir  raarginnl 

Bpmiutdvr     expenses  of  production.     Land  iw  in  itsplf  a 

PAioniiffeDiB  natural   agent,  but  fences,  ditchea,  dikes, 

ufiupitti.      walU,  and  fenilizcrs  are  capital;  and  are 

valued  according  to  the  expenses   of   producing  tliem, 

A  water  power  is  a  natural  agents  but  a  dam   and  a 

canal  constructed  for  the  purpose  of  utilJEing  the  power 

are  capital.     A  piece  of  land  or  a  water  power,  upon 

which  no  labor  and  ciipitai  have  ever  been  eiponJed, 
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m^y  he  leased  or  sold  at  prices  that  depend  solely  upon 
scarcity. 

§  271.  Tho  inoomc  received  from  natural  agents  may 
ba  esplamcd  by  conaidcrin^  Ub  moat  common  form,  the 
vent  of  land.  Such  tent  arises  out  of  dif-  ^  , 
Ferences  in  tbe  desirability  of  various  tracts  iromuLurd 
of  land,  duo  to  difTorences  in  Itwatian  or  in 
natural  fertility.  For  agricultural  (^urposea  the  natural 
fertility  of  land  is  important.  Nature  doea  much  more 
tu  make  Bomo  lands  fertile  tlian  it  doca  for  otlicre. 
Temperature  and  rainfall  favor  ei>me  lands.  Some 
soils  ate  far  stronger  thiiu  others^  and  can  be  used 
continually  witliout  deteriorating  iu  tlie  same  degree. 
A  plain  has  certain  advantages  ever  the  slopes  of  a 
mountain,  and  land  with  a  fiouthcrn  exposure  is  suponor 
to  land  that  elopcB  to  the  north.  When  land  is  once 
brought  into  cultivation,  then  the  condition  of  the  soil 
depends  also  upon  the  methods  employed  to  preserve  ita 
fertility ;  but  natural  di.iTercuces  still  remain  very  im- 
portant. The  location  of  a  tract  of  land  is  important 
in  determining  its  desirahility  for  any  purpose  whatever- 
Agricultural  land  must  ha  acceaaihle  to  the  market,  and 
the  rent  secured  from  it  will  depend  partly  upon  this 
consideration.  Land  used  for  residence  purposes  will 
be  more  or  less  desirable  according  to  ita  accessibility, 
its  heaUhfulneas,  and  tho  beauty  of  it»  aurrouudings. 
Land  used  for  the  location  of  manufactnriug  or  com- 
mereial  enterprises  must,  above  all,  be  accessible  to  the 
market,  1o  means  of  transportation,  and  to  the  labor 
supply. 
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§  272,  The  causes  that  det«niuiie  rent  cau  bo  illua- 
,  trated  well  bj  atinlyiug  tbo  rent  from  agricultural  landa. 
^t  In  new  countries  land  ia  atjmctimea  super-' 

^"  uiinitiaai    abiiudajit.     The  aettlera  occupy  first  tliose 
I  &[tt's  wbiuh  offer  the  best  inimudiate  advau- 

tages  eitber  for  defeiitte  or  for  securing  a  ijitlck  retiii'ii 
from  the  soil.  Produce  is  raised  from  the  land  with 
little  esf>enditTire  of  capital  and  labor.  Suppose  that 
tbo  average  iuvestmoiit  on  each  acre  of  wheat  land  in 
fiTC  dollars,^  and  that  tbc  average  return  per  acre  ia 
fiffeen  biiahele  of  wbcat.  Now  suppose  that  populaHon 
gn*\vs  and  thu,t  the  denia/id  for  wheut  increases  so  that 
the  price  rises.  How  will  Lliia  hiereased  demand  be 
met?  Wheat-rnisers  can  either  invest  mere  capital  on 
the  land  already  cultivated,  and  secure  a  larger  aggre- 
galo  but  a  smallci'  proportional  return  j  or  they  can 
apply  the  additional  labor  dud  capital  to  new  lands, 
vhieh  may  not  be  as  fertile  as  the  old,  but  may  give  as 
large  returns  aa  could  bo  Hcciired  by  additiomil  invest* 
mcnts  on  the  land  formerly  ciiltivtited.  Suppose  that, 
I  by  inveatiiig  tive  dollar's  mure  on  tlie  old  lands,  the  yield 
I  could  be  increased  to  twenty-live  bnahels,  while  the  new 
LjinveatmeQte  on  tlie  poorer  lauds  would  bave  yielded  ten 
^PlbuBheU,  Then  producers  would  with  equal  profit  invest 
the  additional  five  dollars  on  old  land  or  on  new  but 
poorer  land.  If,  however,  the  additional  investment 
would  bave   increased   the  yield   of  the   old   lands   to 

1  Wbwill  anppoBB  i^inl  ihis  corpta  not  onlj-  al]  a^punaea  forlnbor  and 
fn&Lcrifllii,  bill  nls'i  llie  Li^irfii.'ca  iar  Intnn^t  on  ca\'llii\,  so  tbiil  ft  mil  Is^yt 
Uui  pmlucer  buUi  Lutu'cdt  un  UEn  dtjiiL^J  miii  iaU  wagc»  fur  bu  wurk. 
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only  twentjr-foTir  bualjeJs,  then  pro^ucera  would  havo 
preferred  to  take  the  poorer  ianda  into  cultivatiou. 

Now,  aa  aouD  as  the  dt^inanil  for  wheat  liad  iiicreoBed 
BO  that  the  investiueat  of  five  dollars  per  acre  on  the 
most  availnble  lands   could   not  satUfy  it,     UaiiiiiUflg 
prices  would  rise.    Tliis  would  continue  until     ^^J^^'f" 
priecs  bcuarao  hidi  onouffh  to  make  it  prof-    numn*! 
itaolo  to  invest  nioro  labor  and  cupital^eaj     producUiMi. 
live  dollars  more  per  acrc^ either  upon  the  old  laiida,  aiilj- 
ject  to  a  diminishing  return,  or  upon  new  and  patirer 
lands.     The  inci^nsed  fiuppl/  would  be  produced  at  an 
increased  marginal  expense,  and  prices  must  rise  high 
enough  to  cover  this  expense,  if  the  demand  is  to  bo 
satislied.     The  former   oxj^cnsc  of  raising  vrbeat  waa 
five  dullara  for  fifteen  hLtabcIs,  or  tlilrty-threc  cents  per 
busheh     The  inci'caacd  supplj  of  tea  bushels  |>er  acre 
required  an   increased   outlay  of  Jive  dollars,  wbetiier 
raised  on  old  landa  by  mnre  m1.ensive  cultivation  or  on 
new  laads.     The  mnrginal  expense  of  raising  wheat  has 
risen  therefore  to  fifty  cents  per  bnalioh  find  prices  nicist 
rise  to  that  point  before  the  supply  will  be  increased, 

When  increasing  demand  forcca  up  the  price  of  wheat 
and  enables  an  increased  supply  to  be  furnished  at  a 
gi^oater  marginal  es[ienwp.  rent  will  ap|»ear.  In  the  case 
ju^t  assumed,  the  producer  of  wheut  on  the  older  aud 
better  land  can  now  invest  five  dollars  per  acre,  pro- 
duce fifteen  bushels  worth  fifty  cents  pur  bushel,  and 
can  secure  a  aurphia  of  two  dollars  aad  a  halL  Or  he 
can  invest  ten  dollars  per  acre,  produce  twenty-fivo 
buahcis  worth  fifty  cents  a  bushel,  and  can  secure  a  aur* 
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plu3  of  two   dollara   and    a  half.      On  the  other  hand, 

before  thii  increasitij^'  doiuaiiil  raised  tlie  price  of  wheat 

■mriaflnr-  fiojii  thlrty-tlirce  tci  Tift/  ceiils,  eueli  a  w]i*?at 

2J^i^^""*    ruiBer   invested   five  dollai's  per   acre,   pro- 

pnimaw       (tiiCfKl   (iftt-en    bnslipls  wurth    only   five   dol- 

Dfck^iuj        lars,  and  aecnrcd  only  OMOiigh  to  cover  his 

■niiiiflr,       expeaaes.    But  the  mo  m  the  price  of  wltcat 

may  have  led  some  producera  to  resort  to  poorer  latida, 

iavcstiug  five  dollars  per  acre  and  secunug  ten  bu&hcla 

of  wheat  worth  five  dollars.     Sueb  producers  receive  no 

suriilns,  and  could  pay  no  rent  for  tbeir  lands.     Non", 

the  owners  of  the  better  lands  can  aecnro  the  snrpluH  of 

two  dollars  und  a  half  that  is  rec*?ived  from  those  landa 

ae  soon  as  wheat  risos  to  fifty  cents  per  buahcL     TJiia 

surplus  is  eGonotnio  rent 

In  the  caae  just  asBumcd,  the  second  itivcstment  of 
five  dollam  per  aero,  cither  upon   the  old  and  batiAW 
Xaaomit  ''*"*!   '*'"  "P^"  the  iicw  a»d  poorffr,  yielded 

d^a^ttti  '^'^  surplus  of  income  over  expeDSO.  A  rent 
rttiira«cflrtd  ^os  Bocarod  from  the  more  productivo 
monrprodu-  investments  of  labor  and  capital  which 
^^^'  yielded  a  surplus.  Rents  are  measured 
^*^'  always  in  this  way»  and  are  a  differential 

return  secured  from  mveiiitmeiita  that  are  more  produc- 
tive than  the  marginal  invi^atmouts  thut  receive  only 
enough  to  juet  pay  for  making  them.  These  aiarginol 
investments  may  bo  modo  en  new  and  poorer  land,  in 
wliicli  cose  rent  is  measured  by  the  auporiority  of  the 
better  land  over  tlic  poorer.  On  the  other  hand,  the 
marginal  mvestmenls  may  Itc  made  on  the  older  landa 
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because  the^  nill  secure  there  s,  larger  return  iban 
could  be  gaiued  from  pooler  landB.  T[i  the  first  cose 
oconomista  sponk  of  an  erlenidife  margin  of  cultivation, 
that  is,  an  iiiTestment  on  the  marginal  lands  from  wliieh 
jiroducors  secnre  just  enough  to  C07or  tLeir  eipeuses. 
In  tiie  second  case,  there  is  an  inUmive  margin  of  cul- 
tivation, that  !a,  a  more  complete  hut  more  expensivG 
utilization  of  old  lands,  which  is  made  possible  by 
inci^ased  pncea. 

In  a  new  country  settlers  are  seldom  able  to  cultivate 
the  richest  soils  first.  They  seleot  those  tbat  promise 
the  largest  Iman^diato  return,  Aa  time 
goes  ou,  richer  soils  may  bo  .itilized.  The 
result  is  to  increase  the  sapplj  of  produec, 
to  lower  prices,  and  to  throw  out  of  cultiva' 
tion  the  poorest  lands  that  formerly  were  in 
use.  The  demand  may  be  satisfied,  under  such  circnm- 
staticen^  by  a  leas  intensive  hivestinent  of  labor  and 
capital  Lipou  better  soils,  and  by  a  Iqss  exteusiv-e  invi^st^ 
mcnt  upon  poorer  soils.  Such  a  change  in  methods  of 
production  will  decrease  the  difference  between  the 
marginal  inrestraents  and  the  more  productive  invest- 
ments of  labtjr  and  capital,  Tliia  will  lower  the  surplus, 
or  retit,  Hccutvd  uii  the  superior  investmeota. 

§  273,  Land  utilized  in  manufacturing  or  commercial 
enterprises  ta  valued  according  to  its  lccaticn«  hoth  ia 
respect   to  the  market  and  to  the  labor  supply.^     tn- 


up  or  nrw 

throw  Icifl 
fci-UJc  atdU 

nddTatlaB- 


^  or  tOQtSfl  lur&IJrm  ii  an  impurtuit  clomouL  \o  determiuiri;:  di?  dnlr^ 
Wlity  of  aflrii'nlinpn]  liuirt.  Proiitnlly  tn  the  mnrket,  or  to  ratlruiit*  vul 
Bauhlii,  decr«u«R  th£  M4C  of  pkciim  vhiMLt  ui  thd  laukflt. 
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Th»  nut  of 


R«1lt  il  DDt  A 

cause  afUEh     penBCB    of    pi'odllCtiOQ. 

mat. 


creasing  domand  for  products  will  raise  prices  so  thai 
producers  will  push  their  marginal  iavt&Luientfi  ou  to 
more  distant  und  lca»  de^irahlc  lauds,  or  will 
invest  more  intcimivdy  upun  land  alceaJy 
occupied-  Sometiroes  there  may  Ue  no  act- 
ual increase  of  price»  but  rather  a  fuiluro  of  prices  to 
fall  as  fast  as  they  mij^ht  otherwise,  The  principles 
goYorning  the  rents  of  such  lands  a.re  the  same;  aa  tho&c 
that  determine  agricultural  rents. 

§  274,  RE^nts  do  not  rfLif^e  prices^  but  are  caused  by 
high  prices.     The  prices  of  freely  produced  coramodi- 
tiea  lend  to   approximate  the  marginal  ex- 

Now,  in  the  cases 
assumed^  rent  did  not  appear  until  increas- 
ing demand  had  raised  the  price  of  whoat  mid  made  it 
possible  to  invest  five  dollars  ndditional,  for  which  an 
additional  return  of  only  ten  bushels  was  secured  either 
upon  the  old  lands  or  upon  the  new  and  poorer  lands. 
Thorofore  the  rent  of  two  dollars  aind  a  ha.]i  per  acre 
was  a  surplus  cansed  by  tlie  rise  of  prices,  and  not  a 
cause  of  lugii  priccH,  If  the  landlord  should  have 
charged  no  rcnt^  prices  would  not  have  fnllcLk  below  the 
Riargiual  e:tpen3ea  of  produciug  the  increased  supply; 
and  tlie  profits  of  tlie  farmers  on  the  better  lands  would 
have  been  increased  without  any  possibility  of  a  change 
of  prices.  The  enormous  rente  paid  for  land  in  the 
biiainesa  conf-er  of  a  largo  city  arc  due  to  the  exceptioilai 
facilities  offered  by  such  tracts  for  doing  a  large  bnsi- 
nesa^  by  investing  large  amounts  of  capital  Uiab  secure 
surplus  profits  before  the  marginal  investment  is  made, 
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say  the  last  story  of  the  building,  at  which  point,  the 
returns  received  only  juat  pay  for  the  cspenac  of  mak- 
ing the  outlay.  Demand  for  products  and  services 
forces  T>rices  up  no  that  tho  supply  can  be  inci-cascd  by 
more  intensive  investment  on  city  landu,  or  more  exten- 
sive investjiiejit  in  the  suburbs.  Econoiuic  rent  is  a 
result  of  this  more  intensive  or  more  e^itensive  inveaU 
meut,  aud  not  a  cause  of  higber  priccs- 

Of  course  this  apphes  solely  to  economic  rent,  not  t^ 
the  so-called  rent  of  buildings  and  Improremente,  which 
is  really  interest  on  capital.  Somotlmofl  it 
is  said  that  "  rent  does  not  enter  into  prices*"  upon  tu* 
Snch  a  statement  means  merely  that  rent  is 
not  a  cause  of  higher  prices.  Manifestly,  part  of  the 
price  secured  from  more  prodiiclive  inveslments  goes  to 
pay  rents.  The  statement  that  rent  is  an  effect,  not  a 
cause,  of  high  prices  needs  one  important  qualification. 
Land  will  normally  be  rented  for  such  purposes  as  will 
enable  tbc  tenant  to  pay  the  highest  rental  possible.  It 
may  happen  that  lands  otherwise  available  for  use  in 
one  branch  of  business  may  yield  a  higher  rent  when 
used  for  eome  otlier  purposcp  When  this  hoppenSj  tbe 
supply  of  the  product  of  the  first  industry  can  be  in- 
creased only  by  applying  capital  more  intensively  upon 
lands  formerly  UBcd  or  by  resorting  to  newer  and  poorer 
lands.  Under  such  cii'cumslanceB  the  marginal  es- 
pensea  of  producing  that  product  would  be  greater  than 
they  would  have  beeo  if  it  liad  been  practicable  to  invest 
capital  npon  the  land  that  yielded  a  higher  rent  when 
utilized  in  some  other  industry.     Of  couree  this  means 


406 


PRINCTPLES  OF  ECONOMICS, 


that  prices  must  rise  higher  Uian  would  have  been  neces* 
sary  otherwise  before  the  supply  can  bo  increaseU, 
Thcee  higher  prices  will  bo  the  rcGiitt  of  the  impoasi- 
bility  of  utilizing  the  Innti  rented  for  other  purposes. 
In  i\\z  rents  of  desirnblc  city  lots  this  is  a  vory  import 
tant  coLfllderatton-  Probably  no  land  available  for 
wholeeale  buaineRft,  for  inatajice,  would  fail  to  bear  aome 
retkt  wbeiL  used  for  other  purposes.  And  this  necessk- 
tatsB  more  inteuBive  lETestnient  of  capital  upon  the 
land  actually  utilized  by  wholesale  dealers,  in  order  to 
supply  a  given  demand,^ 

§  275»  Moreover,  actual  rents  differ  BOmctimca  from 
true  economic  rents.  This  economic  law  of  rent  pre- 
Icinircai  supposes  competition,  Itaasumcs  tlnit  alaml- 
fnqKAtij «if '  lord  will  eject  a  tenant  the  moment  That  he 

fert  from  tbe  " 

trnfiflcoAomJc    linds  another  who  can  pay  more  rent,  and 
""'■  that  tenants  will  give  up  tbeir  locations  the 

moment  tho  rent  rises  abovo  the  true  economic  rent. 
These  conditions  are  only  partially  fulfilled,  aa  compe- 
titicn  is  often  imperfect.  Landlords  often  do  Dot  exact 
full  competitive  reuta  from  old  tenants.  Farmers  who 
cultivate  land  for  subsistence  mny  be  forced  to  pay 
more  than  full  economic  rents,  since  tbey  may  be  more 
likely  to  accept  the  hca\-iop  borden  than  to  look  around 
for  other  land.  On  the  other  hand,  competition  Is  much 
more  active  amon?  busincsH  men,  and  tends  to  make 
actual  rentals  approximate  the  true  economic  rents 
tiirougbont  the  commercial  world. 

§  276.   It  has  been  clnimed  that  the  tendency  of  eco- 

1  Sec  Maieaball,  Priadptaa  of  EcorioniloB,  4TS-48S, 
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noicic  progress  is  to  cauBc  a  decided  increaBe  In  reuts. 
In  agricuUure,  it  is  said^  the  Inw  of  diniinyiiiig  retuniB 
drives    producera    constantljr    to    cultivate    nciUe^ 
poorer  lands.    This  incroasGS  the  differential    J^^J^** 
rents  aocured   from  better  lands-      In   the    iKt™*- 
case  of  town  lota,  it  ia  urged  that  every  increaao  of 
population  raises  rcntale  in  a  marked  manner.     All  such 
increases  of  rents'  it  is  tliimiilit,  arc  due  solely  to   the 
growth  of  society,  not  to  the  activiry  of  the  ]>articular 
taadowuers  whose  rentals  are  raised.      Hence  the  es- 
preesion  "  the  unearned  increment"  hoa  been  applied  to 
thiB  growth  of  rent  produced  by  social  development 

Those  who  Bpeok  of  tbo  unearned  increment  com- 
monly overlook  the  losses  that  many  landowncra  suffer. 
Large  sums  spent  in  developing  city  real  uwrnothat" 
estate  have  been  entirely  lost,  as  the  enter-  J^^^J^, 
prises  liave  often  proved  failures.  Changes  loiftadr 
in  the  loeatiou  of  street  railways  or  in  the  movement  of 
fashion  or  busmoes  from  one  section  to  another^  lower 
I'ents  in  some  sections  of  a  city  nearlj^  as  much  as  they 
increase  them  in  another.  The  development  of  facilities 
for  rapid  transit  tends  to  decrease  the  demand  for  city 
lots  for  residence  porposes.  In  (he  case  of  agricultural 
lands,  rents  have  been  lowered  repeatedly  over  large 
sections  of  country.  In  England,  agricultural  rents 
have  been  lowered  greatly  by  tiic  competition  of  chcuper 
wheat,  beef,  and  pork  produced  in  the  United  States. 
In  the  eastern  portion  of  this  countiy  agricultural  rents 
have  been  lowered  by  the  opening  up  of  the  wheat  lands 
of  the  West.     Many  farms  in  New  Etigland  CFjinot  be 
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rented  for  enough  to  pay  iatercet  oa  buildings  and  \m- 
provQinGtits  on  tlic  land.  If  we  eet  off  the^e  decr^ase^ 
against  the  increases  of  rent  tbat  have  been  caiiged  b/ 
Bocial  developnipnt^  the  Bet  unearned  inci-ement  received 
by  landowners,  d«  a  dass^  is  ?ery  much  smaller  than  ia 
usually  represented, 

Onlj  in  the  case  of  landowners  who  owa  particularly 

deftirable  tracts  of  land  can  it  be  claimed  that  there  is  a. 

TeiibcQn-      g^^^^'   iint'arned    increment,     Sjmio   favored 

laniKi  iniTfi<  sltuationa  ia  the  buameas  centers  of  cities, 

meal  Ifl  very  ' 

lutiiDiuU'  some  eitea  availablo  for  docks,  tor  tcrmitial 

TidiujMflM-    i^^^ijtj^g    f^j.   railroads,  etc,  havo    bocomc 

enormously  valuable,  so  that  a  lai-go  imearned  inci'cmeab 
hua  been  received.^ 

Vn.  Wages. 

5  277.    Primarily,  wages  arc  the  reward  received  by 

hired  laborera,     Tlie  terra  is  extended  BcmetimeB  to  in- 

HcfiAiUooof    elude  the  independent  incomes  received  by 

''^^  workers  who  carry  on  any  sort  of  produ& 

tive   activity    upon    their   own    aceount ;    but    for  the 

proBcnt  we  shall   investigate  the  laws  that  dotermino 

the  reward,  tho   dependent   income,  aecured   by  hliHxi 

laborers. 

Nominal  wages  are  the  amounta  of  money  received 

teal  ini Dom-  ^X  laborers  during  anyspeciPied  time.    Real 

iniiwac«.      irageB  are  the  "  necessuries,  comforts,  and 

luxuriee"    tiiat   the  laborer  is  able  to  command   os 

'  In  the  ircLHO  of  citf  Iola  tha  iDcremeut  uf  Inuil  Taluoa  ia  puttjr  ofTs«t 
by  uMtiiiiiftiiu  f4>r  n  large  p&rt  jf  tbfi  E^^p^nte  Tor  iiriprnveinVQU,  aitch 
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remuneration  for  hla  lubor.  If  one  laborer  receivce 
Light-r  uotuLiial  or  monej  wagea  than  auother,  but  ia 
obliged  to  pa/  moi-e  for  moat  of  the  coinmoditius  that  lie 
is  accnatomed  to  buy,  then  his  real  wagea  may  be  no 
high&r.  FuithermoreT  two  laborers  niaj  receive  Ibe 
Baiuc  money  wages,  but  one  may  receire  house  rent  or 
boai'd  frcc^  or  may  bo  given  varioue  piivilc}2;ea,  that  enable 
him  to  make  bis  luoucy  go  further  in  supplying  bia 
wants.  In  auch  a  casCj  the  real  wages  of  the  two  men 
would  not  be  the  aaLoe, 

§  278.  Persons  who  work  for  hire  soraetimes  receive 
returns  that  are  called  salaries,  not  wages.  It  la  impot> 
taut  to  distinguish  between  the  two  forms  -wwauid 
of  income>  The  fir»t  differcDce  is  that  a  "^*^»- 
salary  continues  ae  long  as  the  peraon  receiving  it  is  in 
the  employ  of  the  entrejtrsmtir  who  pays  It.  On  the 
other  haiul,  wages  generally  stop  the  moment  work  ia 
interrupted.  Second,  aolariod  employeea  are  usually 
engaged  for  more  de(init3  terms  that  sometimes  are  of 
long  duration  ;  while  the  wage  earnor  has  a  less  secure 
tenure  of  hia  position*  Thirds  poraona  who  receive  aal- 
ariea  generally  stand  in  closer  personal  relations  wifli 
tbeir  employers^  and  are  more  likely  to  occupy  equitl 
Bocial  positions. 

5  279.    Time  wages  are  wages  paid  according  to  the 
time  that  a  laborer  works.    Piece  wages  are  paid  accord- 
ing  to  the  qnantity  of  work  that  is  <3one-     ^^^ 
Men   employed    on    time  wa-^es    hare    Iobb     aaisi^a 
direct  interest  in  making  their   product  as 
lai'gc  ad  poEBiblc;  to  thai  piece  workers  often  do  more 
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work  in  a  ^ivcu  length  of  tuno,  ood  may  o&ra  more 
money  cticli  day. 

Buti  it  usEuilly  ]iMa  tnio  that  men  producing  tbe  same 
commodity  receive  a^bout  the  same  wages  for  each  UDit 
of  iiroiluct,  wlictlior  raul  by  the   day  and 
itftUtDbette  week  or  by  the  piece.     In  other  wonla,  tlie 
JrtTne^i    liit>ur-iioat  of  each  unit  of  a  oommodity  tends 
^Ttm^Btrt-    tc  be  nearly  the  same.     Competition  among 
employers  can  produce  no  other  result     An 
employer  who   pruduces    at    ii   mneh   higher   rate   for 
the  labor  expended  upon  each  unit  of  product,  will  be 
likely  to  be  driven  out  of  business  unless  he  poseesaes 
some  advantage  that  componsales  for  this  greater  labor- 
cost     Finally,  the  student  nocda  to  bo  Reminded  that 
there  is  no  necessary  connection  between  high  rates  of 
daily  or  weekly  wages  and  a  high  labor-cost  for  each  unit 
of  output,  or  between  low  earning  and  low  labor-cost, 
Ellieieiicy  of  the  labor  as  well  as  the  daily  or  weekly 
wages  mu3t  ba  considered  in  determining  whether  the 
labor-coat  is  high  or  low-^     In  general  it  may  bo  said 
that  laborova    rceciviiig   higher  time   wages  are   more 
efficient  thou  those  whose   wages  are   low.     But  thia 
greater  efficiency  is  not  always  proportioned  to  the  dif* 
ference  in  the  rates  of  wages.    Sometiioca  it  has  been 
shown  to  be  less,  at  other  times  more,  than  this  difference. 
g  2S0.  The  person  who  does  not  possess  the  capital 
noc:cssary  to  enable  him  to  undeiiako  production  on  bia 


1  On  the  subject  of  efflfdencv.  sen  |  77,      ^e  HoufloiTr  EToliitlGu  of 
\Va£«A  QuealEuu  ;  Saaosnuop,  Tbe  Ec[>iianiy  of  High  Wogu. 
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own  Jiccoiint  must  become  a  hired  laborer  bv  selling  hfs 
fierrices  to  some  enijilojer.    The  wages  contract  is  made 

before  work  is  undertaken,  anil  wages  must  ^ , 

be  determlnei]  autna  time  in  advance  of  the  dderiaoiu 
sale  of  the  prodnct.  Morpover,  the  em-  SMoofrhc 
plover  is  obliged  by  law  to  pa}^  tho  stipii-  ^if^^'^r"- 
latcd  wages  whether  the  product  prove  salable  or 
unsalable,  Kvidently  he  has  to  estimate  carcf*illy  the 
probable  future  value  of  the  goods  produced-  Tbcfe- 
fore  wap:fl  have  been  called  *'  (he  dhcoitnfed  proJuet  of 
hidustry,"  and  derined  ns  "  what  cfLpitalists  are  ready  to 
ad^'ance  on  tho  esjioctation  of  a  fnture  return/'  When- 
ever the  proceea  of  production  b  so  long  that  weeks  or 
months  elapse  before  the  product  is  complet'Cd  aad 
marketodjthcn  laborers  receive  weekly  or  monthly  wages 
a  conBiderable  time  before  any  money  return  ia  received 
from  U»eir  work.  Under  such  circuraatances,  employers 
cannot  tiiidertake  ejitec'prises  unless  they  hare  at  their 
di^poaa]  auflicicut  funds  to  enable  them  to  advance 
weekly  or  monthly  wages,  dnvin^  the  time  that  must 
elapse  before  any  return  is  eecured  from  tlie  sale  of  tho 
prodnct. 

§  2St.  The  qneation  of  wages  mast  be  studied  in  two 
asj^ects :  Firnty  we  must  investigate  the  forces  that 
detenniue  whether  the  entire  laboriTifr  class  Geaeniand 
of  a  country  or  a  section  secures  a  larger  or  "UttvewiBa. 
a  RiaallGr  -juantity  of  real  wages,  of  the  '' necoasanoa, 
oomforts^  and  luxurioa  of  life  "  Why  is  it.  for  instance, 
that  the  wa^s  received  by  the  entire  class  of  wage- 
earners  have  been  greater  m  the  United  States  than  in 
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Europe  ?  Thia  question  IB  the  problem  o?  general  vages. 
Seff&ndlt/jVG  may  iiiquire  into  the  causes  that  iletiirmine 
the  various  rates  of  wngcs  that  are  paid  to  different 
individual  hilxirera  or  groups  of  iaborera  within  a  country, 
Ou  what  grounds^  for  instaucc,  cqu  wo  ©splaiji  the  differ- 
ent wages  paid  to  various  ohisscs  of  laborers  withm  the 
Uiiiteil  States  ?  Thif)  is  tlie  quosttou  of  relative  wages. 
Cietieral  wagi!!^  must  be  first  coQsiilered. 

§  282.  General  wages,  or  wages  considered  aa  the 
share  of  the  social  income  rocoii'ed  by  the  entire  class  of 
hired  laborers,  are  a  varying  share  of  a 
varfing  product  If  the  productivity  of  the 
industry  of  a  society  is  great,  thou  tbc  social 
income  will  be  large,  and  the  quantity  of 
commodities  or  services  received  by  laborara 
may  be  birge.  In  the  i^etiud  place,  the 
share  or  portion  o£  the  social  income  received  by  the 
laboring  class  will  be  larger  or  smaller  in  proportion 
to  tlio  advantages  or  diaadvantages  under  which  tUo 
hired  laborers  make  wage  contracts  with  their  employers- 
Wages  may  possibly  increase  somewhat  at  the  expense 
of  the  sLai'Q  of  the  product  that  gees  to  employers,  or 
they  may  increaao  as  a  result  of  increased  productiv-* 
ity  without  dGcreasing  the  shares  of  the  employing 
classes, 

§  283.  General  wages  lind  an  upj^er  limit  boyo&d 
which  they  cannot  absorb  a  larger  share  of  the  social 
incocjo,  Tliey  cannot  claim  jtermaiiently  bo  large  a  por- 
tifiuoftho  product  that  employers  will  be  discouraged 
from  undertaking  or  carrying  on  business  enterprises. 
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If  tliej  Hbould  erer  rise  ao  highf  the  number  of  indns' 
frnea  would  diminisU^  tlie  general  demand  for  labor 
would  decreaae^  and  wages  would  Lecefiflarily  fall  aooiier 
or    later.     Neither   can   wa^es  absorb  dgp- 

°  '^         The  UaJU  to 

mancntly  so  much  of  the  product  tlmt  iutcr-  tbvincraiK 
est  cannot  bo  paid  to  capitalists.  If  tbis  *'"'*=**' 
ahould  Imppcu,  the  supply  of  capital  would  dimmish  and 
the  demand  for  labur  would  j.'radiiall/  fall  oiT.  Moreover, 
wages  cannot  absorb  tlio  sUaie  of  tlte  product  that  goes 
to  landowners  in  the  form  of  rent-  This  share  is 
received  on  account  of  difforepcee  in  the  advantages 
offered  by  various  tracts  of  land, and  cannot  be  absorbed 
by  wages. 

Assuming  tliat  contracts  between  employers  and  labor* 
era  have  determined  the  gross  motiey  wages  -^^ 
(hence  the  general    wages)    of    the   wage-  wacanninrt 
earning  classes  of  the  country  for  a  certain  J^S'iaitti-  ^ 
period,  then  we  may  notice  a  further  limi-  ^' 
tation  to  general  wages.     Laborers  may  diepoae  of  their 
money  wogce  in  four  ways:  — 

1,  In  the  purchaae  of  consumable  commodittcB  that 
have  recently  been  completed.  Thus  from  sixty  to 
eighty  per  cent  of  a  laborer^s  income  is  expended  for 
food,  clotheB,  fuel,  light,  and  a  few  Uminea, 

2.  In  the  purchaee  or  hire  of  consumable  eommoditica 
that  may  hayo  boon  completed  many  years  previous. 
Thus  laborers  epcnd  from  twelve  to  fifteen  per  cent  of 
their  income  for  houfie  rout.  Soma  buy  tlie  houses  in 
which  thoy  live* 

8,  In  the  purchase  of  personal  aervices.     This  is  a 
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t^mull  item  la  the  ospoadituro  of  tho  majority  of  hired 
laborers, 

4.  Finallj,  part  of  the  iucomQ  maj-  bo  fiaved.  Tliia 
mnii.ria  (hat  it  is  iiiTfiRted  in  capital  either  dii'ectly  or 
iiidiivtily.  Jn  this  country  the  i3e|WBilB  in  the  savings 
banks  in  1894  amounted  to  f;l, 31 0,0 00,000,  the  larger 
part  of  which  belon^d  to  woge-earEera, 

In  ao  far  aa  tho  laborers  spend  their  wages  for  constun- 

able  conamoditics,  —  and  auch  expenditures  form  aistj 

or  eighty  per  cent  of  the  total,  —  they  are 

Ttali  li  be- 

avBCkiviD*-     depenJcut  upon  the  supplies  of  consumablo 

iDWjm^!^  goods  now  in  the  mflrkets.     But  these  con- 
tuittj  aumable  goods  In  the  market  are  the  prod- 

net  of  capital  and  labor  iu^eated  in  the  past^ 
and  are  only  ali^htly  increased  out  of  the  product  of  the 
week  or  month  for  which  the  laborer  is  paid.  There- 
fore, the  amoant  of  consumable  commodities  that 
laburetH  can  buy  with  tbeir  mouey  wages  depends  chiefiy 
upon  past^  not  upon  i^urrent  industry.  Modern  capital- 
lEtic  production  requires  timf,  and  tho  gooda  in  the 
markt^t  tbiswook  or  this  month  are  lately  tho  products 
of  tho  industry  of  past  monthB  or  even  years.  If 
laborei"s  expend  their  iiicomea  for  house  tent  or  for 
liGusefi  or  for  capital  goods,  Uiey  may  draw  to  a  very 
largQ  extent  upon  the  products  of  inclufitry  for  two  or 
three  dccndes  past  But  money  wages  expended  for 
such  j^oods  as  food,  clothing,  fuel,  etc.,  can  command 
merely  the  prodncts  of  the  last  few  months  or  tho  last 
year  or  ao,  Therefore,  tho  quantity  of  such  goods 
secured  by  the  entire  laboring  claaa  of  a  country  cannot 
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be  increased  beyoud  tlie  Hmite  set  by  tlie  prodactirity  of 
tho  indiistry  of  tlie  immediate  past.  It  is  possible  for 
tbem  to  increase  gradually  as  the  productivity  of  a 
eoirn  try's  industrioa  iQCrcases. 

§  284.   Economiflts  have  recognized  tbat  the  laborers' 
^*  stand  a  M  of   living"  Acts  limits  bclov  which  general 
wages  cannot  fall.     The  standard  of  living  lAjiiiaiu 
of  llie  wflge-carniug  claaaeH  is  the  quantity   rBnerpTwMw 
of  tlie  noccaaarieHT  comforts,  and  htxuncs  of  auMtftu- 
life  that  laborers  are  accugtomed  to  enjoy.     We  have 
already  seen  that  this  is  a  force  that  limltB  the  growth 
of  population,  hence   tho  supply  of    labor  (  g  T8),    A 
sudden  incrcaso  of  the  tabor  supply  makes  the  conditions 
unfavorable  for  the  hired  laborers  when  they  make  tJieir 
wages    contracts,  while  a  decrease  in   the   supply  wOl 
make  the  conditions  more  advantageous.     Changes   in 
the  supply  of  labor  tend  to  adjust  general  wages  to  the 
standard  of  living. 

But  tho  laborers'  etandar-d  of  living  cannot  iuilucnoe 
general  wages  permanently  esccpt  as  it  affects  the  sup- 
ply  of    labor.      Now   the   supply    of    labor  imtiKnip. 
changes  elowly,  and  a  whole  generation  may   ^^^^ 
be  needed  to  effect  a  considerable  change,  ■''"rtJ- 
unless  emigration  or  inamigration  take  place.     Leaving 
thefle  last  forces  out  of  eonaidoration  for  the  moment,  it 
is  apparent  that  if  wages  fall  below  the  present  standard 
of  living,  the  supply  of  labor  ^ill  not  decrease  quickly. 
Therefore  the  standard   may  be   lowered    temporarily- 
When  this  occurs,  tlierc  is  danger  that  tlie  rising  genera^ 
tioin  of  laborers  may  be  brought  up  on  a  lower  plane  of 
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comfort ;  and,  becoming  accustomed  to  it^  may  not  limit 
their  numbers.  Then  the  standard  maj"  bo  lowered 
permanently. 

If  laborers  a.vQ  able  to  migrate  to  other  places  where 

wa^^   are  hi^jor,  then  it   is   easier  to  tnaiutain    the 

Tueincupnte   Standard    of  liplug.      If   wages    fall  below 

ofeaaKniiipii    ^^^   nccuBtomcd  Btandard,  emigration    will 

tio&  docrcaec   tbo  supply  ol  labor  more  quickly 

tnd  will  make  it  caaier  to  reatore  wages  to  the  Coi^mor 

level.     On  the  other  hand,  if  iia migration  bihjga  into 

the  country  a  siip[»1y  of  labot'ora  having  a  lower  jitand- 

ard  of  living,  then  it  will  be  harder  to  maintain  the 

eziBting  standard-     In  the  United  Statee  it  has  oft^u 

proved  true  that  immigranta  have  dcairod  to  improve 

their  standard  of  living,  and  have  not  tended  ao  much 

to   depreea    the  standard  of  American  laborers.      But 

of  many  of  the  immigrants  that  have  crowded  into  our 

large  citie!*  this  hna  rot  proved  tnie. 

Whenever  there  is  an  alundunea  of  free  land,  hired 
laborers  hnd  it  easier  to  maintain  a  high  standard  of 
T^effecEDf  Hvlng,  In  this  country  it  bos  been  so  eaaj- 
fneiui.  £^j.  laborers  to  acquire  fertile  land  and  to 
engage  in  farming  on  their  own  account,  that  the 
supply  of  hired  laborers  has  been  reduced  i^uiekly  and 
easily  whenever  wages  havQ  faTleTi  hulow  the  iucocie 
that  could  be  secured  from  iigri culture.  In  the 
futm-e,  American  wages  will  be  loss  afTccted  by  this 
influence. 

3ome  writers,  eapecially  the  Bocialiats  at  the  present 
time,  hava  assumed  that  the  standard  of  living  must 
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ncccasarily  be  low ;  and  that  wages  tend  normally  to 
fall  to  tlio  ^erj  lowest  point  where  the  Iciborerg  can 
poaaibly  keep  tliemsclvGB  alive  and  main-  Tiieii«iia<rdDf 
tain  the  supply  of  labor.  But  this  is  eu-  "^^'JJ^'" 
tirely  false;  for  the  Btitnilnrd  of  living  has  ^'^'^ 
steadily  advanced  diiiitig  the  [jast  halF-t^entury,  and 
may  do  aa  in  the  future-  Ita  advance  depends  upon 
forcea  that  are  partly  within  the  control  of  the  la- 
horer.  Public  education,  that  broadens  tho  outlook  and 
the  mterceta  of  the  laboi'er,  tends  to  make  him  demand 
hroader  opportunities,  aud  to  refitae  to  bring  into  the 
world  chililren  for  whom  he  cannot  provide  a  fair  start 
in  life.  Moral  elevatioUj  and  evafytliing  that  tends 
to  make  him  more  of  a  man,  elevates  the  standard  of 
hiB  living,  TJie  same  causes  enable  tlie  kborera  tc 
combiuc  in  order  to  accure  by  intcihgcut  action  all 
the  wagea  that  are  their  just  dues.  Theae  facta  are  ap- 
preciated by  the  working  clasaea  as  never  before,  and 
we  may  expetit  a  continued  rise  of  the  standard  of  liv- 
ing. Finally,  increased  wages  secured  in  this  manner 
would  not  be  gained  at  the  espeuse  of  other  classes  in 
the  community.  Greater  ofhoiency  is  a  natural  rcault 
of  an  improved  standard  of  living,  and  such  au  advance 
in  the  condition  of  the  laboring  cluasca  increaaea  the 
social  Income  out  of  which  the  higher  wages  must 
come, 

§  285.  We  must  now   consider  why   the  wages  re* 
ceived  by  hired  laborera  difTor    in  various     ^ft^^^ 
employmentap     Manifestly,  laborers  compete     ^na. 
with  one  another  as  far  aa  possible  for  the  most  dealr* 
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able  positions;  and  It  is  necesaaiy  to  osplain  why  thia 
competition  does  not  produce  the  aamo  rate  of  wages  in 
all  omployraeiite. 

Laborcra  in  llicir  rivalry  iv^Ith  each  other  compete  for 
these  positions  that  offer  tho  greatest  net  aclraatagca. 
Otlier  things  bc^siiles  the  numiunl  money  in- 
■noDeiAbar-  couie  make  the  competition  for  any  place 
TOwHUoccii-  niore  or  less  intense.  Beaides  the  nominal 
BBtiwi*  krffcr-  wacea  offered,  laborers  may  consider  tlie 
"aeiM4-%aa-  qncetion  of  tho  continuity  or  the  certainty 
^^*  o£    employment,    preferring     lower    wages 

with  consUnt  employment.  Alao  tliey  may  conaitlcr 
the  chances  for  failure  or  success  in  their  work.  If 
snccc^is  is  doubtfnij  competition  will  ha  less  intense. 
Furthermore,  labnrers  may  consider  the  agreeablenoBs 
or  diaagreeableneas  of  tho  employment,  preferring 
agreeable  work.  Natural  tastes  and  iaclInatLona  fiffoet 
their  dcciaions  on  tlieso  points.  Tho  varying  social 
esteem  in  which  different  employments  are  held  is  an- 
other important  consideration.  Finally,  the  intensity 
and  duration  of  the  exertion,  both  physical  and  mental, 
affect  labororg*  jndgmeiita  in  such  matters.*  Any  em- 
ployment will  appear  more  or  lesti  desirable  accordinf^ 
to  the  n^G  ftdvantagOB  oSered  after  all  these  oonsidora- 
tions  aro  taken  into  account. 

§  286.  It  is  easy  to  show  that  all  laborers  are  not 
able  to  enter  into  competition  for  tha  same  pnaitiona, 
aven  if  all  should  estimate  the  net  advaiitao;eH  in.  pr&- 

I  Head  Adah  Smitit'^  ftccaiLnl  of  the  c&hha  of  difforeuCM  ia  nlotin 
vRgei,  "  Wultb  of  l^Hthiiu,"  Bk.  L  Cluip.  10. 
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cisely  the  Bnine  manner*     Hired  etnploycea  are  divided 
into   non-oompcting  groupa,  among  which  ftm-cBnipeiiM 
competition  ia  ver/  imperfect  or  ia  altogollior  ESh™"**^ 
lucking.     Tlieae  groups  are  baaed  upon  at  loast  fivt  sotfl 
of  causes :  — 

1.  Differences  in  intellectual  ability.  Soino  men  are 
untit  for  reaponfiible  positions,  and  tinable  to  compete  for 
poflitions  requiring  au/  high  degree  of  intellectual  ability. 

%  Differences  in  moral  characteristics*  In  many 
positiotih  of  reapunsibility  tbe  fitnesB  of  the  employee 
may  depend  largely  upon  bia  moral  ehurncter. 

3.  Differences  m  traiuiug  and  education,  both  general 
and  special.  General  education  may  inci'eaao  a  man*s 
fitnoaa  for  many  poaitiona,  whilo  special  training  of  a 
technical  chnractcr  must  be  possessed  by  all  who  dcaire 
to  eecure  employment  as  ekilleJ  workmen 

4.  Differences  in  physical  health,  strength,  and  cn- 
dn  ranee. 

5.  Poverty  and  ignorance.  These  render  laborers 
unable  to  learn  where  better  opportunities  for  employ- 
ment may  be  found,  and  make  it  difficult  or  impossible 
for  them  to  mo^'Q  to  the  place  where  more  favorable 
openings  might  be  secured. 

Among  non-competing  groups  of   laborers  a  certain 
competition  may  exist  in  the  long  10111^  because  it  may  be 
possible  for  the  children  of  one  group  to  fit 
themselves  for  positions  m  others.     Then,  if     luuUcn- 
any  group  enjove  special  advantages,  more 
young  persons  will  strire   to  enter  that  trade  or  pro- 
fession.   Publia  education    is  of  great  importance   in 


422 


PRINCIPLES  OP  £C0jVOJ//CS, 


inaking  posBible  tLie  indirect  competiLIon  amoLig  dif- 
ferent groups,*  Tiupnjvtid  meanfi  of  transportation  and 
facilities  for  wpremiiiig  IiiLtilJig^Dee  tend  to  increase 
competition  among  tbose  persons  already  located  in 
particular  ioduatrica.  Yet,  when  all  these  allowances 
aro  madCi*  there  rcmaiu  wcU-defitiGd,  uon-competing 
gi-oupB.  The  lowest  groups  arc  Che  largest,  and  include 
aluioHi  ail  uQsklUed  laborers,  who  are  not  protected 
from  the  competition  of  tlieir  fellows  bj  the  poBsosslon 
of  special  training  or  skilh  Suc!i  laborers  often  have  elo 
choice  whatever  in  their  work,  and  must  accept  whatever 
comes  to  hand.  Even  in  the  most  unhealthy  and  dU- 
ngreeable  occupations  wages  arc  often  low  becaoac  the 
workers  hare  no  alternative  open  to  them.  AIjoyg  theae, 
come  groups  of  skilled  workmen  separated  from  each 
ctlier  b/  the  diflicultiea  of  changing  from  one  trade  to 
another.  Then  come  the  lower  grades  of  persona 
engaged  in  labor  of  a  more  intelleotoal  character. 
Finally,  there  ore  small  gioupB  of  responsible  brain- 
workere,  posaeasing  unusual  abilities  and  enjoying 
except]  on  Ell  training, 

§  287.    We  are  now  ready  to  explain  drfferences  in 

relative  wages.     Tbe  first  lliiug  to  notice  is  that  society 

Tbcctucetf  must  pay  foi"  a  given  supply  of  any  commodity 

JJ^2JJ[^      or  services  a  price  high  enojgh  to  cover  the 

**'^'  marginal   e5i>euBoa  of  producing  it>     Theee 

mai^nfil  CA|)cases  include  the  coat  for  labor,  30  that  we 


^  Tnule  uhioaa  dniiieiLiii^d  try  10  rcAtn'ct  the  numbor  of  npprenEictia  thit 
»Tirf<r  pnnitulir  rra^Jpe.     In  do  ili^^Mg  they  tead  to  obstraci  thii  indirvet 


WAGES. 


4SS 


mar  aar  tbnt  tho  prica  of  anj  cominodit/  or  aerrico 
muBtr  be  high  enough  to  enable  emplojerB  to  paj  suffi- 
cient TFBges  to  Beiuire  the  highest-priced  laborers  needed 
to  produce  the  required  supply.  Then,  leBving  the 
employer  out  of  consideration,  wo  may  concludo  that 
the  8upp1y  of  any  comnaodkty  or  servico  will  be  so 
rc^^ulated  that  its  price,  or  ite  marginal  utility  to 
society,  will  balance  the  expense  of  securing  the  moat 
expensive,  or  marginal,  portion  of  the  laljor  needed  to 
produce  the  supply-  Relative  wages,  thorefore^  are  de- 
termiDed  by  a  balancing  of  the  forces  of  demand  and 
supply. 

In  tho  chapter  on  value,  it  has  bocn  ahown  that 
demand  depends  upon  the  inarg:inal  utility  of  the  eo 
inodjty  or  Acrrice  to  society*  It  remains  to  raraBttut 
eiplain  briefly  the  operation  of  the  forces  J^S^^J^I^ 
that  control  the  supply  of  labor  available  "ff^- 
for  the  prodnction  of  &ny  particular  commodity  or 
Borvice.  The  supply  available  is  determined  by  the 
(iifliculty  of  Beeurtng  men  of  the  Ability,  character, 
strength,  and  training  required  for  the  porformatieo  of 
the  work  neceaaary  to  the  production  of  the  goods  in 
question.  Tbis  diHiculty  will  be  greater  or  leas  according 
to  the  following  cirrumfltaiices:  — 

1.  The  reaponsibilUies  imposed  upon  workers, and  the 
intellectual  and  moral  qualifications  r(»quired. 

2.  The  extent  of  the  training,  edueationT  and  acquired 
skill  that  must  bo  possessed  by  the  worker, 

3.  The  intensity  of  the  esortioni  whether  mental  or 
pbydcol. 
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4l  AgrecablcnesB  mid  healthfulnesa  of  the  work  ;  also 
the  BLtuial  esteem  in  vrhich  tlie  laborer  la  held. 

A.  Ill  this  connection,  the  student  must  notice  that  the 
family  i»  itttAin  the  economic  unit.  When  tho  wife  or 
children  arc  able  to  enter  the  trade,  and  thus  increaeo 
the  oarninga  of  the  family  above  the  former  li^vel,  tbo 
wages  received  by  tho  father  are  likely  to  fall,  becauao 
the  expense  of  scctiring  his  services  is  less  than  it  would 
he  if  he  were  obliged  to  support  the  family  wholly  out 
of  htB  earnings. 

VlTL   Proflta. 

g  288.  Any  person  who  poaseasea  capital,  or  can 
induce  other  people  to  place  capital  iiv  hifl  centrol,  may 
ineiKwiiiaaoi  ontor  almost  any  lino  of  induetry  as  en 
tfteenirepre-  orgaiiizcr  and  independent  manager  of  busi- 
DDdertakcr*  Dess,  ani  an  employer  of  labor.  The  em- 
ploycr'ft,  or  (?tt/r^/»rff?wwr\  chances  for  making  a  profit 
from  his  inveBtineiib  of  capital  tU'peuJ  upon  his  ahilitv 
to  produce  and  sell  products  for  more  than  he  oxpenda 
in  placingthom  in  tho  market  The  expactation  of  mak- 
ing such  a  proftt  induces  men  to  undertake  the  cares 
and  respon  si  bill  tics  o!  busiucaa  management- 

The  investment  of  labor  and  capital  in  any  lino  of 
prodiictiun  in  attcndnil  by  more  ar  less  risk.  It  ?s 
TbertAmf  poBSiblo  that  tbe  product  of  tlio  enterprise 
invwunat,  maj  not  be  in  aufficient  demand  to  mako 
the  invoBtmont  romuncrativo.  It  is  poaaible  that  other 
producers  may  be  ablo  to  supply  the  derofind  more 
clieaply.     In  caae  a  bueineas  enterprise  fails  to  End  a 
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reman^rative  demand  for  ite  product,  or  ib  unable  to 
make  a  profit  by  Belling  at  prices  as  low  aa  thoao  offered 
by  compctitot-a,  tlicn  tlic  labor  and  capital  invested  iu  it 
have  been  miaappHed.  Kverj  such  failure  causes  a  social 
lufl8,  aJid  it  ia  important  to  avoid  uniieccasary  waslea  of 
thiA  character.  The  law  tliro^B  upon  the  employer,  or 
entrepreneur y  the  primary  rcBponHibility  for  such  lossea. 
People  are  allowed  to  eatabli&h  enterprjBes  only  upon 
condition  that  they  aBBume  tlio  risk  of  failure.  JSntre- 
preneur*  must  satisfy  all  obligationa  that  they  incur 
before  they  can  secure  auj  profits  from  their  invest- 
meikta.  In  oaae  of  loss,  the  en/rtprt^neur  must  mt?et  his 
obligations  by  drawing  tipOD  hifi  capital.  By  tJirowing 
upon  employers  the  risks  of  business  management,  so- 
ciety constantly  eliminates  iuefHcient  managers  and 
places  the  control  of  its  productive  forces  in  the  hands 
of  those  organizers  who  pro^o  tliemselvce  most  efficient, 
Society  can  afford  to  allow  aucccBsful  managers  to  make 
large  profits,  if,  by  so  doing,  it  is  ^aranteed  the  most 
efFective  control  and  direction  possible  under  present 
conditions. 

§  289.  The  prcfits  received  by  employers  may  he  di- 
vided into  two  claaeea*  namely,  neccsmrif  and  differential 
profits.     Noceaaary  profits  are  the  minimum 

nDcam7iia 

returns  that  society  mast  pay  to  alt  the  aineraimj 
employers  needed  to   furnish  the  requiaito  ^ 
supply  of  any  commodity.     If  fifty  employcra  are  enJ 
gaged   in   furniaMng   the    needed  supply  at  a   certain 
price,  wo  know  that  the  price  will  be  high  enough  to 
cover  the  espenBoa  of   producing  the   most  csponaive 
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or  marginal  portiou  i>f  tho  dupplj.  Any  emplorera  wlio 
try  to  enter  tUe  busineaB,  but  are  unable  to  sell  at  ttiia 
price,  will  Iiave  to  fail  and  give  uji  thdr  attempts  to 
compete.  But  the  maiginal  producers,  aIio  furnish  Ike 
most  expeii8i\^e  portir>D  of  the  Bupply,  just  manage  to  get 
a  fair  return  oa  tboir  invcstmonts.  Fricca  must  be  h\\ 
enough  to  allow  marginal  employers  to  accurc  a  ncee^ 
fiarj  or  miuiiuum  profit.  Otiier  employers  wbo  produce' 
gooJa  at  leaa  than  this  marginal  ejtpenae  will  eecnre,  nob 
only  neceaaary  prrifits,  but  ulao  a.  further  differential 
profit  tbat  depends  upon  the  differences  in  their  coata 
of  production. 

§  2^0.   The   necessary    proGta   received    by  all   em- 
ployers,  even  the  marginal  ones,  are  composed  of  two 
elemenls.     Fint^  they  include  interest   on 
invested  cnpitnl,  computed  at   the  current 
market  rates.     If  employers  could  not  secure  interest 
on  their  oapitiil  sufficient  to  cover  the  difference  between 
future  and  present  income,  hi  vestments  would  dimin^h; 
and  prices  of  cummoditiea  would  riso  high  enough  to 
insure  an  adequate  return  to  capital.     The  aecojid  ele- 
ment in  Uf;c<]s4ary  profits  is  the  remuneration  for  thi3 
efforta  and  r.niiililG  tliiLt  eni|ikiyer5  incur  In  the  managO'- 
ment  of  productive  enterprises.     Economista  call  this 
element ''  wa^os  of  superintendence,"  a  term  that  empha- 
ai^^ca  the  rcscmManco  of  this  part  of  necessary  prolite  to 
the  wages  of  labur.    The  rescmblanoe  is  marked  because 
both  forma  of  income  are  returns  for  personal  exertion. 
Furthermore,  huth  are  governed  by  the  same   principle, 
namely,  that  tie  remuneratioumust  he  sufficient  to  cover 
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tbe  cost  of  eeCJiring  a  sufficient  supply  of  worbers.  la 
computing  necessary  profita,  finally^  good  years  must  be 
avcragod  with  bad.  Somo  yoara  a  business  may  yield 
no  profits  whatever,  or  may  yield  less  thna  necessary 
prufUa-  111  utliora  the  retiiraa  may  be  above  tbe  raiui- 
mum  rate.  But  taking  a  terra  of  years  into  CQiiaiderap 
tlon,  we  may  safely  coridude  that  mnrgiual  employers 
must  secure  the  current  rate  of  interest  on  their  capittil 
and  a  fair  return  for  their  persona]  exertion. 

§  291.  Those  employers  who  produce  goods  for  less 
thaa  the  marginal  expeuse*  for  which  the  conaumera 
b&Te  to  recompense  the  marginal  emplDyersT  ciffntiitui 
seeure  differential  profits-  These  returns  >"^"- 
are  called  "pure  promts''  by  acme  economistfi.  It  ib 
the  prospect  of  these  extra,  unusual  gains  that  leatJ3 
men  to  prefer  the  greater  risks  and  oarea  of  busiiicee 
management  to  the  smaller  risks  and  cares  of  lending 
their  capital  to  actire  managers.  The  amount  of  these 
differential  pi-ofiffl  depends  Mpo:i  the  extent  of  tlie  ad- 
vantage which  these  sujierlor  entrepreneur*  have  over 
the  marginal  producers.  Tliia  advantage  may  arise  from 
the  following  causes :  — 

1.  It  may  come  from  superior  personal  ability-  The 
Buccess  oC  a  busiuesa  depends  upon  able  miniagemect 
even  more  than  njK>n  efficient  labor.  Bad  judgmeut  in 
the  purchase  of  materials  or  in  the  sale  of  the  product 
may  make  all  the  difference  between  success  and  failure. 
Thorough  supervision  and  efficient  organization  of  all 
branches  of  the  business  have  mueb  to  do  with  success 
in  producing  at  a  low  cost.    Superior  personal  ability  of 
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tlio  QmF>toy0r  &ccf>tintB  for  part  of  the  differential  profits 
nuourct)  l»y  some  onttrpriaca, 

2.  Tho  poBScaeion  of  patents  ma;r  enable  an  em]>loycr 
t^i  ]>rinliicQ  at  liiAti  than  the  mnrgjnal  c:tpenfie^  and  ao  to 
noGora  a  (lifToroiiUnl  profit-  In  tbe  words  of  Mr  Mill, 
*'  If  tlm  valdo  ol  the  pj^dnct  continues  to  he  regulated 
hy  what  it  ooatB  to  tliO80  who  are  obliged  to  persist  in 
l\\\>  idJ  proccaa,  tho  patentco  will  make  an  extra  profit 
equal  to  tha  odvautngo  which  hia  process  poascases  over 

S.  Mero  ohauce  or  {^ood  fortune  Bometimea  cuahlea 
Buiuu  emijloyora  to  seciiro  differential  profits^ 

DifTeruntlul  profits  arc  likely  to  be  of  &  temporary 
oharactor.  The  poraonal  ability  of  the  entreprem'ur  maj 
GciHDiJcoD-  ctmblo  the  ditforontial  proEit  to  contiiiuo 
^^^'^  during  hie  lifetime,  but  at  his  death  it  U 
Kofltfc  likely  to  ceaso.  Wo  ha^e  notable  instances 
of  great  organiters  who  have  earned  immenRe  perxtinai 
profits  that  were  not  secured  from  the  bneinesaea  after 
the  founders  died,  Moi*eover,  snch  personal  profile  are 
likely  to  disappear  as  aoon  as  other  prodjccra  auceeed  in 
prodacing  at  the  same  coat.  This  is  happening  continu- 
olly.  The  margiual  cost  of  production  ateadily  falls, 
and  the  advantage  poBsessed  formerly  by  superior  em- 
ployers IS  lessened.  In  general  it  can  be  s^id  thnt  pure 
proSla  consist  "  of  wealth  created  by  the  powers  of  given 
undertakers  over  and  above  what  would  have  bcea  pro- 
duced by  the  same  application  of  labor  and  capital  under 
less  efTicient  leadership  or  raanaffement»"  They  are  a 
anrpluB  that  does  not  affect  prices,  since  they  aie  detei> 
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mined  by  the  mai'ginal  cipenaea  of  production  under 
tho  least  officicDt  eniploycra  that  ure  abio  to  keop  ia 
buainess.  '*  Anger  at  the  great  captains  of  industry  en 
account  of  the  puro  prolita  which  thoy  acquiro  ia  nob 
only  groundless  but  inaane.  Rather  it  ia  the  stupid  and 
unaiicccssful  undertakers  wh<j  deserve  blame,  sinking 
capital  and  fltarvtng  laborera." 

§  292.  The  profits  secni^ed  by  manngers  of  monopo- 
liatio  undertakings  differ  from  the  profita  gained  in  com- 
petitive enterpriaes.  The  causes  that  enable  Konopou 
tv^Ftpreneun  to  secure  the  powerto  fix  prices  '*^'»' 
at  the  point  of  highest  net  returne  have  been  diacuased  in 
a  previous  chapter.  Tlicse  arc  rare  personal  abilities, 
eiclaaive  legal  rights  and  privileges,  the  monopoly  of 
niitural  agents,  or  capitaliatie  organization.  Tho  amoant 
of  the  profits  gained  by  the  monopolist  will  depend  upoa 
two  ciroumatances :  — 

1.  It  will  depend  upon  the  amount  of  hia  product  that 
ha  cau  sell  before  he  reaches  the  point  of  higbeat  net 
retuL'UB,  at  which  an  increased  produt^t  would  lower  prices 
so  that  the  net  prufita  from  his  sales  would  he  decreased. 
This  can  be  oxprcssed  in  another  way.  Monopoly  profits 
will  depend  upon  tlie  amount  of  capital  that  can  be  in- 
voated  In  the  busincGB  before  tho  product  becomes  sa 
great  as  fo  oblige  tho  monopolist  to  sell  it  at  a  lower 
price  than  that  which  yields  the  highest  net  returns. 

2>  It  will  depend  upon  t.hi>  surplus  of  price  above  r^ost 
on  each  miit  of  supply,  on  Uie  product  of  each  unit  of 
invested  capital. 

When  a  monopoly  arises^  not  from  rare  personal  abili- 
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tiet,  but  from  l«g«l  rigllls  tud  £r«iKliiEC«,  from  rmro 
natural  igcatB,  or  froiB  cspitdistic  orgaui- 
utiom  tbe  moQOpoljr  profits  nuy  be  of  a 
[>?rmaiieiit  diMcCer.  It  is  tme  that  new 
inreDtioiis  and  nev  bttemess  methods  xa&j 
destroy  sncli  %  mdoopolr,  ret  Che  profits  secured  from 
ntcb  ft  I>ii9iacds  mre  Dot  peraooal^  «Bd  are  not  due  to  the 
skill  of  cnc  zdul  For  tfatB  naaon  they  &ro  eufticientlr 
penDaneat  m  ch&ncter  to  m^e  it  possible  to  capitalize 
tliem  and  trvisfer  them  to  otber  persoDd.  Supjioac  that 
patents,  rare  naUind  a^i^ita,  or  c^iitaltatic  organizatiGn 
enable  %n  empJojer  to  realiw  aonuxllj  a  net  profit  that 
exceeds  by  t^O^OOO  the  Deeesaary  profits  secured  by  all 
em[doyet«.  Then  tbef^  moDopoly  profits  may  be  capitol- 
ued  at  the  current  rato  of  int^rcet,  aay  six  per  cent,  and 
the  baaiaess  may  be  sold  for  #500,000  more  than  the 
actual  capital  invpAted  in  \L  There  hare  hecu  many 
instances  in  whir^h  m^Jtiopolistic  undertaking  have  been 
capitalized  at  from  two  to  fife  times  the  actual  inirestment 
of  capital.  When  the  enterprise  is  of  a  quasi-public 
character,  auch  tis  a  gaa  company  or  a  railroad,  monopoly 
profits  arc  often  capitalized  in  order  to  conceal  the  ex- 
cessjre  profits  realised  on  the  capital  actually  inTeated- 

filnce  monopoly  promts  arc  realized  by  limiting  tlie 

anpply  ho  that  its  price  can  be  fixed  at  the  point  of  high- 

CwrJMiTic      ^^^  ^^^  returns,  it  foUowa  that  tliey  are  a 

^^^j^^J"  cause  of  high   prices^      All  consumers  pay 

i"^<L  more  than  if  prices  vrerc  Rzed  at  the  point 

vUero  they  covered  the  mar^iaol  expenses  of  production, 

aa  they  are  in  compctitire  undertakings.    When  monopoly 
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proHts  are  cnpitalized  and  the  business  Hold  on  the  basis 
of  such  ca.pita.lizatioiL,  consumers  will  continue  to  paj 
a  monopoly  pric9,  while  the  managerB  of  the  enterpnae 
will  Becure  only  &a  average  rate  of  profit  on  their  inflated 
capitalization. 
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CHAPTER   XIV- 


THE   WAGES  SYSTEM. 


L  General  CoDHideratiomt  on  the  L&bor  Contract. 
§  293.  TIiG  hired  laborer  Bella  liis  kbor  to   au    em- 
ployer for  a  stipulated  wage.     The  legal  theory  is  that 
Ttoiiitowirf  laijor  is  property,  and  that  the  laborer  sells 
coamct.        htB  property  to  an  employer, — just  as  tlie 
owner  of  any  commodity  may  dispose  cf  liis  property  in 
a  market,     latliis  way  labor  is  calkd  a  eommodity,  and 
the  hired  laborer  is  said  to  dispose  of  bis  commoditv, 
labor,  in  return  for  stipulated  wagea. 

In  Uicorj,  tho  modern  labor  contrAcfc  is    a  free  con- 
tract, voluntarily  entered    into  by   employer   and   em- 
FrndDDof      ployee.      In   this    country   tho    courts   nre 
*"  inclined  lo  Insist  that  thia  theoretical  free- 

dom shall  be  maintaiuE^d,  and  that  the  law  shall  not 
interfere  in  the  purchase  and  sale  cf  labor  moi^e  than 
in  dealings  in  other  comtnodrties.  They  ofton  declare 
laws  im constitutional  that  nttcmpt  to  prevent  certaiti 
contracts  from  being  made  hy  employers  and  laborers. 
Few  people  realize,  however,  that  tho  freedom  now 
claimed  for  tbe  hibor  contrjict  has  not  always  exiatud. 
To  consider  merely  the  case  of  En^^land^  it  is  easy  to 
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ehow  that  tLis  hfiB  been  developed  largely  duriag  tbc  lust 
centarj.  The  Statute  of  Appreutices  aimed  to  pre- 
vent  BTTiplojers  from  hiriDj;  laborers  who  Lad  not  served 
a  Beven'-year  apprenticeship  and  become  connGcted  whit 
some  g^ild,  while  it  prevented  laborers  from  cbooeing 
freely  tbeJr  occu|jatioi]fi-  Acts  of  Parliament  attempted 
to  regulate  rates  of  wages,  intrusting  the  assessment  of 
wages  to  jufitices  of  tho  peace.  These  acts  wore  not 
repealed  until  1813  and  1814,  although  tlioy  had  bueu 
nearly  ubsolete  for  aoLoe  time  before.  In  other  words, 
the  modem  labor  coDtract  is  an  hiatoncal  product;  it 
has  been  modified  in  the  past  as  it  has  assumed  the 
present  form»  and  it  may  be  modified  in  the  future. 

§  294*   Labor  is  bought  and  sold  in  the  labor  market 
in  much  the  same  way  as  any  other  commodity.     But 
it   is    possible   to   show  that    labor  differs  i**"**" 
from  most  other  comniodities  in  important  nwKHty.wiin 
respects,  several  of  which  are  here  given.        J^^,  „^^ 

Firtt^  it  \b  evident  that  the  laborer  and  his  work  aro 
inseparable.    Tlie  seller  of  other  commodities  parte  with 
them  when  he  effects  his  sale,     ^*  It  matters  "^^  i^-nrer  u 
nothing  to  the  seller  of  bricks  whether  tlicy  toBmMi 
are  to  be  used  in  building  a  palace  or  a  2SI°°^^' 
sewer ;  but  \t  matters  a  grent  deal  to  the  seller  of  labor, 
who  undertakes  to  perform  a  task  of   given   difficulty, 
whether  or  not  the  place  in  which  it  is  to  be  done  is  a 
wholeaome  and  a  pleasant  one,  and  whether  or  not  his 
associates  will  be  such  aa  ho  earca  to  have.''     Since  the 
worker  is  inseparable  from  his  work,  he  is  concerned  in 
tho  conditions   of  his   employment.     The  person  who 
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buyahafl  to  exercise  nccessanlj  some  control  o^cr  th« 
(■crbou  wlio  sells  labor.  The  bujcr  determines  tho 
question  of  residence  and  the  place  of  work,  to  a  tcfj 
large  extent  He  has  more  or  leas  control  over  tlie 
companious  and  all  the  surroundings  of  the  laborer  dur- 
ing working  hours.  This  extends  to  circumstaQces  that 
affect  tho  health  of  the  worker,  anch  as  Banitary  condi- 
tions, and  to  those  tliat  mar  affect  his  safety,  eh  in  the 
cose  oF  machinery  that  endangers  both  bodf  and  life. 
Finally,  the  labor  contract  involves  a  large  degree  of 
control  bj  the  employer  over  the  length  of  the  working 
day  and  the  time  of  beginning  and  ending  vork. 

In  the  second  place,  labor  resembles  a  perishable  com- 
modity which  the  seller  is  likely  t-o  be  obliged  to  dispose 
Lubor  of  in  a  forced  sale.     The  hired  laborer  com- 

^l^^fc"*  m only  has  small  reserve  funds  upon  which 
"■"'^'Cf"  he  can  depend  for  support,  and  is  obllgerl  to 
sell  his  commodity  at  once  for  whatever  price  may  be 
aecnred.'  "Tlie  seller  of  any  other  goods,  by  the  very 
fact  that  ho  has  them  to  sell,  has  somo  capital  upoa 
which  he  can  live  while  he  is  trying  to  make  a  satisfao-^ 
tory  contract.'^  Even  if  the  goods  are  perishable,  tb« 
seller  has  his  labor  to  fall  Imck  upon  as  a  meana  of 
support,  while  the  laborer  hits  niL^rely  his  labor  between 
hhn  and  starvation-  Since  the  individual  laborer  is 
normally  in  tho  position  of  a  man  obliged  to  make  a 
forced  sale,  he  is  at  a  disadvantage  in  making  the  labor 


'  Miimover,  iho  Ubont  who  IcHca  a  eiDgle  Juj'a  cmploj'inQDt  is  tuDolly 
Mt  uief  t(i  rpcoierthrtt  lit»t  Hjiportuuttv.  Tliia  in  uften  iniaof  capital, 
V'BfWt  Aa  t[iA(  Cilia  ptacnliaritf  u  not  coufliied  dtogniber  to  kbor- 
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contract  Furthermore,  povertjt  aad  sometimea  igno^ 
ranee,  ma^  prevent  liiiii  from  aocking  tlio  most  favor- 
oble  markets,  A  laborer,  especially  if  he  htia  a  faniilj, 
finds  it;  difficult  to  take  Lis  coiumoditj',  labor,  to  distant 
miirkeU  wbere  wages  are  higher. 

A  third  peculiarity  ia  counected  with  the  one  first 
mentioned.  Tho  supply  of  labor  changee  very  alowly^ 
and  only  through  changes  in  tho  number  of  nenniyor 
laborers.  The  aupply  of  other  commodities  iBupectiur 
con  be  decreased  by  stopping  productioo.  °"™''- 
But  ib  is  far  less  easy  to  decrease  the  number  of  la* 
borers  wheu  falling  prices  lead  to  a  partial  suspeiision 
of  productive  industty,  and  throw  many  men  out  of  em- 
ployment When  a  docroQsed  demand  for  labor  caueee 
both  low  w^:eB  and  lack  of  employment,  then  largo 
numbers  of  unemployed  laborers  press  into  the  market 
and  bid  for  work.  Thus  a  decreased  demand  may  bring 
an  iiTereased  supply  of  labor  into  the  market  On  tlte 
other  band,  when  demand  begins  to  increase  after  a 
period  of  hard  times  and  low  wages,  a  '*  reserve  army  *' 
of  certain  unemployed  laborers,  "  which  tho  poor-houBOs 
at  the  expense  of  the  whole  population  had  supported 
r  ,  ,  as  long  as  dullness  in  the  business  continued," 
presseH  into  the  labor  market  and  increases  the  su]ijily. 
The  [)rice  of  laijor  cannot  rise  greatly  as  demand 
increases  nntil  this  army  of  unemployed  has  been  taken 
back  into  tho  ranks  of  industry. 

§  295.  Althcu^ii  in  theory  the  labor  contract  ia  a 
voluntary  agreement  freely  entered  into  by  employer 
and  laborer,  the  ecunomiet  finds  reasons  for  believing 


436 


PRINCIPLES  OF  ECONOMICS. 


TTomlulaDd 
In  UielaEwi 


tliat  tilia  freedom  is  often  more  nominal  than  rent 
Ho  flndfi  tbat  the  poculiaritiee  of  the  comDiQdity,  labor, 
are  such  tli&t  the  iudiTidnal  aollor  is  likely 
to  be  at  0.  disadvautago  aa  compared  with 
the  bujer,  so  that  there  may  be  no  real  free- 
dom or  c^imlitj  in  contrnctB  for  tlic  Hale  of 
labor^  An  e]ctrenie  instance  of  this  is  found  in  the  case 
of  a  demand  mads  that  certain  English  mines  should  be 
inspected  in  order  to  prevent  the  recurrence  of  -terrible 
accidents.  The  reprcBentative  of  tbo  mine  owpcrs 
Qflkcd,  "  Is  it  nat  at  the  pleasure  of  the  miners  whether 
tliey  go  into  the  mines  or  not  ? "  "  Certainly/'  was  the 
answer  of  the  witneas^  *'  but  it  is  not  at  their  pleasure 
not  to  fitarvo  if  tbey  do  not  go  iato  the  minea."  When 
laborers  have  to  make  a  forced  sale  of  tUoir  labor,  their 
freedom  of  contract  is  more  nominal  than  reah  When 
women  and  children  etand  individually  before  the  man-* 
ager  of  hundreds  of  thousands  of  capital,  it  is  possible 
that  tlierc  may  ba  little  frecdain  and  less  equality  in  llie 
contract  by  which  they  sell  Ihttir  Bernces,  The  public 
has  become  dimly  eonscioua  that  between  two  parties  of 
fluch  unequal  knowledj^o,  resoureoB,  and  strength  as  a 
single  laborer  and  the  employer  of  a  liundred  workmen* 
the  wage  contract  cannot  be  entirely  equal  and  free. 
As  a  matter  of  fact,  the  character  of  the  contract  baa 
been  appreciably  altered  in  several  directiona,  in  order 
to  secure  greater  equality  of  eonditiona  between  the  con- 
tracting partieSn  In  legislation  and  in  actual  practice 
filiko  ve  h&TO  realized  that  '■*'  there  is  no  greater  in- 
c<|nality  than  the  equal  treatment  of  unequals-" 
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n.  lAbor  Lavi  ajid  The  La-bor  Contract 

g  296.  Wljon  the  Industrial  Eovolutloo  neaeBeitated 
the  rcpca.1  of  tho  oJd  regLilatiocia  by  wliich  English  in- 
dustrj  had  been  reatricted,  emplojers  and  itmHeuanar 
individual  laborers  were  left  free  to  settle  Ilf J,*?^'^ ""*" 
their  mutual  relations  by  a  labor  contract  iptii^»ui»» 
that  waa  legally  free.  But  such  unrestricted  freedom  of 
contract  soon  produced  aome  of  the  most  terrible  effects 
recorded  in  economic  history.  Women  and  children 
were  forced  to  work  in  factoricH  and  mines  under  condi- 
tions that  proved  deatructivo  of  body  and  eoul.  Hours 
of  labor  were  prolonged  beyond  the  most  ejctremQ 
powers  of  human  endurance,  and  no  cure  wes  taken  to 
protect  tlie  operatives  from  the  most  dangerous  accl^ 
donts-  In  1302  Parliament  paesed  tho  first  of  a  series 
of  Factory  Acta,  which  gradually  restricted  the  freedom 
of  the  labor  contract.  TIicbq  laws  were  consolidated 
and  syHtematized  in  1878,  and  have  been  extended  since 
that  date.  They  have  restricted  the  hours  and  condi- 
tions of  employment  of  women  and  children,  prohibiting 
the  employment  of  children  under  a  certain  age,  and 
preventing  both  women  and  children  from  contracting^ 
to  work  under  Improfjcr  conditions.  Suitable  ventila- 
tioo  and  sanitation  of  factories  have  been  required,  and 
employees  have  been  protected  to  some  extent  from 
injury  by  dangerous  machinery,  Tliese  laws  applied  at 
first  only  to  wonaen  and  children  directly,  not  to  adult 
males.  At  the  present  day  there  is  less  interference 
with  labor  contracts  made  by  men.    Tet  acta  prohibit- 
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iDg  '*  truck  *'  paymcuts,^  regulating  the  payment  of 
men's  and  miin^rs*  wages,  aaU  the  employment  of  all 
vrorkerB  In  certain  duDgerous  trades,  have  fieriousl/  re- 
stricted labor  eoiitraets  of  adult  males. 

In  the  United  States  tliere  baa  been,  on  the  whole, 
leas  roBtviction  of  the  labor  contract.     Still  many  stales, 
particularly  in  the  Northeast,  where   man- 
tiuQintbe       ufacturoB  are  further  developed,  have  posted 
uaitcd  auto.  gy^j[j  acts.     We  have  lawa  requiring  proper 
sanitation,  ventilation,  and  protection  of  employees  from 
bodily   injury.      "  Truck ''    payments  hare   often    been 
prohihited.     The  employment  of  children  under  a  suit- 
able Qge  has  been  prevented  in  tonie  caaes,  while   tiie 
houro  of  employment  of  women  and  ehil^ren  have  been 
Limited  to  eight  or  ton  in  certain  atates.     In  this  move- 
ment Massachusetts  has  taken  the  lead^ 

§  297,     Tlie  student  should  be  reminded^  Erst  of  all, 

that  many  of  the  evils  nt  which  these  lava  are  directed 

ccnsraicon-     existed  before  the  present  era  of  caisilaliatic 

Ilf^^^   production.      The   growth    of    the  factory 

irtie^umio.  system  served  partly  to  bring  them  to  Ughtj 

although  it  certainly  dtd  a  great  deal  to  intensify  some  of 

them.     It  will  be  seen  tlrnt  the  fewest  regulations  have 

been  placed  upon  labor  contracts  made  by  adult  males. 

This  has  been  because  men  have  been  considered  to  b* 

bettor  able  to  malvO  equal    contracts   with    employeraj 

whilo  women  and  children  have  been  thought  to  need 

'  "Track"  [ui>iiifiiLb  are  niaclc  in  romniutlkiua  atipr^^  uniAlly  hj 
ttoTM  kspt  hf  emplinjCM.  Thpy  hivo  often  bwn  reaorwd  [a  sa  fL  meAiit 
ot  ToliKing;  Inlmn^rti  h^  ^hiitgiDg  oxottiiCRut  pricDi  that  virtt^ailj'  radqced 
tkio  rvid  H4gea  roc  eivAd- 
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Varying  it' 
tkenorli. 


quest 


more  protection.  ITieBe  restrictiona  hsive  been  baaed 
upon  the  principle  tliot  vage-earnera  are  not  able  to 
(Xfntr&ct  with  tbeir  employers  on  entirely  equal  terms 
concerning  those  conditioEB  of  employment  tbat  rc- 
fltrictiTe  laws  hare  sought  to  regulate.  As  a  matter 
of  fact,  we  must  admit  tbat  tie  nominal  freedom  of 
the  Ubor  contract  liafi  been  decidedly  abridged  aa  a 
result  of  this  legislation. 

In  this  country  tlie  courts  have  often  declared  thcee 
labor  lawB  to  be  imcoastitutionali  sometimee  upon  the 
ground  that  they  have  inftinged  upon  tbo 
right  of  free  contract.  But  there  has  been 
a  lack  of  agreement  in  the  decisions  of 
the  courta  of  tlio  variouB  stateSn  Sume  courts  uphold 
laws  tbat  others  have  declared  uticonatitutlon:!],  and 
judges  in  different  states  have  declared  the  same  lavvs 
unconBtitutienal  on  totally  different  grounds.  Only  a 
part  of  these  contiicting  opinions  can  bo  explained  by 
differences  in  state  conetituticmfif  and  the  layman  is 
rather  driven  to  the  conclusion  that  thcBO  particular 
questions  of  judicial  interpretation  depend  largely  upon 
de  and  loui^itude.  In  the  long  ruu  it  seems  proba- 
that  the  courts  will  uphold  as  much  of  this  legis- 
lation restricting  the  labor  contract  as  proves  to  be 
necessary  to  obviate  evil  results  tbat  are  seen  to  occur 
from  the  practical  inequality  of  tho  individual  laborer 
and  employer.  Here,  as  in  other  cases,  the  courts 
will  find  ways  by  which  they  can  uphold  the  coneti- 
tutiounlity  of  legialatiou  tbat  esperience  shows  to  be 
necessary- 
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IIL    Labor  Organuatiou  &Qd  tbo  Labor  Contnct. 

§  299,    Mo<3ern  labor  organization  a  are  combinatiohfl 
of  hired  laborers.     Tbej  hare  developed  uaturally  out 
i>evBi     eat   *^^  ^^^  B^flrp  Separation  of  t.ho  laboring  and 
rfUbor  cmploj-mg:  claosea   caused  hj  modem  capi- 

"^*  "*■  talJBtic  productiottn  Aa  the  distance  between 
tlie  emplo^or  and  tlie  bired  worker  widened,  it  waa  in- 
evituble  thnt  laborers  abonld  realize  the  need  of  combin- 
ing to  protect  and  ndTanco  tlicir  interests  at  a  claga.  In 
England  the  growth  of  labor  organizations  waa  more 
rapid  t)ian  in  this  country,  and  tlie  Engliab  trade  uaiona 
ere  nincb  furthor  dcvolci>ed  than  tho  Aincrioan. 

The  earlier  organization 8 ,  or  trades  unions,  were  com- 
posed chiefly  of  ekillei  workmen,  and  were  organized 

^_         in  separate  traces  or  orafts.     Tliey  seldom 

oiiibflr  acted  together,  and  had  little  fiympnthy  for 

"^*"^  unorganized  or  unstilled  laborers  as  a  cIogs; 
but  Bougbt  rather  to  further  their  own  immediate  inters 
eata.  The  more  recent  orgarizationa  are  repreaented  in 
this  country  chiefly  by  the  Knighta  o£  Labor,  and  in  Eng- 
land by  the  **new  trade  unionism,"  Thej^  seek  to  unite 
bU  lured  workers^  ekilled  or  unskilled,  and  to  improve 
the  Gondil^DD  of  the  entire  clasa  of  wage-camera.  Per- 
haps they  show,  also,  more  of  a  disposition  to  mstitule 
political  movements  in  behalf  of  their  claee.  Slore 
recently  atill,  in  this  country,  tlie  trades  unions  and 
Ejiightfl  of  Labor  hare  copied  each  other's  policy  to 
6ome  extent.  The  trades  unions  have  formed  central 
labor  unions  in  cities,  in  which  unions  of  different  crafts 
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have  joined  in  common  action-  Thon  they  have  estab« 
Itshcd  the  Amcricaa  Fedoratioti  of  Labor,  el  nntional 
combination  oC  trades  unions.  Meanwiiilo  tho  Kuighta 
of  Labor  hare  formed  district  asat^mbli^a  compoBi^d  of 
laborers  organized  by  separate  crafts.  Tho  Ameneaa 
Federation  of  Labor  and  the  Knigbta  of  Labor  ba;-e  net 
as  a  rule  worked  in  harmony,  Tho  number  of  organ- 
ized laboroi^a  in  the  entiro  country  ia  seldom  estimated 
at  leas  than  one  million. 

§  2S9.  The  objects  of  labor  organiaotionB  may  be 
claaaified  in  tlie  following  manner;^ 

1.  By  rcguljir  or nes Amenta  upon  thoir 
nembers  they  raise  large  smiift  for  tho 
purposea  of  the  aggoeiationa.  These  funds  often  are 
employed  in  insiirnnco  and  benefit  schemes,  by  which 
aick,  injaredf  or  unemployed  members  ara  assisted.  In 
1S93  it  appeared  that  682  Engliah  trades  unions  dis- 
bursed ®10, 928,073,  of  which  eiun  fully  one  half  was 
employed  in  this  manner.  The  possession  of  this  prop- 
erty makes  tlieso  unions  more  conservative  and  more 
responsible  organizations. 

2.  They  aim  to  educate  laborers  in  various  ways,  and 
to  promote  culture  and  social  intercourse  among  their 
mcmbcrsH  In  their  debatca  and  the  administration  of 
their  affaire,  membcrQ  often  secure  valuable  trainings 

8,  They  frequently  encourage  cotlperative  enterprises 
among  their  members,  and  desire  to  promote  aelf- 
emplojment. 

4.  They  sometimes  enter  into  political  movements,  and 
thus  influence  much  labor  legislation  in  their  favor. 


MX 
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tmpkf^a  sad  iB£fii«dl  Uorars-  Tbef  M«t«  tbu 
ft  nagle  worker  is  onaHj  at  &  ^ladva^sge  in  ■"^^tg 
ft  eonCract  vitli  Itia  e^ioyVv  vfafle  &■  organtzatiaB  ei 
laboren  <u)  drire  ft  boa  aqoal  bfti^in.  Expermus 
fan  ibcrvn  thai  tluA  ia  so.  Or^ukotd  biborvtv  c&q  rcfoso 
to  make  a  eoatract  on  terms  dtttned  Biijiist,  bec«aae 
Htcj  can  Ul  iftck  upon  die  fanda  of  Umu-  iinxna  in 
cue  ihej  lom  ma  opportenit;  to  voHe.  Thia  makes  it 
leas  DceeaB&rj  to  iell  th»r  Ubor  at  a  forced  ule,  for  it 
enaUca  them  to  bold  out  for  bc^tt«r  tennB.  Socoodlr, 
labor  orgAnizationB  can  |ireTienC  their  own  members  &Qm 
Ukiog  the  placed  of  tboso  vho  refuse  to  accept  tl» 
terau  offered  bj  emplorcrSt  Ttiik  often  thej  diaouade 
otitic  liborere  from  doing  w>.  Tlib  has  compelled 
emjilojerv  to  o^r  better  term&. 
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0[^aniKei3  laborers  can,  therefore,  utilize  tlie  strike  as 

&  means  of  securing  better  ternis.     Manifestly,  strikes 
are  evil  in  themselreSj  since  they  cause  loss    strtiaum 
both  to  employers  and  laborers;  wliila  thoy    ^™ti^ 
ai'oasc   bitter  contests    of    strength,   and   often    incon- 
venience tliG  publicp     They  may  be  defended  only  when 
they  are  the  sole  aUernativc  to  yielding  to  uajiist  terms 
ofFereci  by  employers.     Many  strikes  bare  been  unwise 
and   uujuftt;   many  others   hare   been    thoroughly  juati- 
liable.     They  are  meet  likely  to  succeed  in  progperoua 
times,  "upoji  a  rising  market,"     Soraetimea,  if  employ- 
ers have  engaged  to  complete   largo  amounta  of  work 
TTithin  a  cci-tnin   time,  the  laborers  mjiy  force  a  con- 
tract in  which  the  employers  are  at  a  positiyc  disad- 
vantage-    From  January  1,  1881,  to  June  30,  IHH,  it 
appears  that  14^890  strikes,  juvoh'ing  €9,167  establish^ 
menta^  occurred  in  the  United  States.    In  44.49  per  cent 
of  these  establish mente  the  strikes  suceeeded,  in  1L25 
per  cent  tboy  were  partially  euccesRfal,  while  in  44.23 
per  cent  they  failed.'     Even  when  etrikcs  fail,  the  knowl- 
edge that  the  employees  are  able  to  strike  again  may 
secure  more   favorable  terms   to  laborers,  without  the 
neeossity  for  future  occurrences  of  this  sort,     Tlie  boy- 
cott is  a  second  weapon.     It  is  "  an  organized  attempt 
to  coerce  a  pei-son  Into  compliance  with  any  demand, 
through  a  combination  pledged  to  abstain,  and  pledged 
further  to  compel  others  to  abstain,  from  having  social 
intercourBe  with  him  or  to  trade  with  him/'    Boycotta 
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laro  more  objcctionablo  than  strikeSi  bocaoso  tlioy  ara  , 
more  likely  to  cauao  interference  with  tbc  rights  of  per^^H 
sons  who  are  not  directly  connected  with  the  origiiial  ^1 
(iigpute.  Yet  if  pioducers  can  be  induced  to  place  union 
lIieIb  upon  their  goods  voluntarily,  there  ia  no  reasoTti 
[why  laborers,  or  any  other  eonsumers,  ahould  not  pur* 
IchasG  fluuh  products  by  preference- 
Mr.  Stimaon  thinks  that  atrikca.  in  tbcmaclveSi  h&TO 
Fuerer  beon  illegal  in  tha  United  States.^  Laborci'S 
liave  had  the  right  to  combine  to  raise 
oiBinKfeiiad  wages  by  lawful  means.  But  when  tliey 
have  combined  to  perform  illegal  acts,  or 
Tbon  tlia  primary  motive  of  their  combination  has  l>een 
to  inflict  personal  injury,  then  they  hare  been  held 
gnilty  of  conspiracy.  In  the  case  of  the  boycott,  the 
courts  have  been  inclined  to  hold  that  the  primary  pur- 
^■jiose  ie  to  interfere  with  tbe  business  of  others  rather 
than  to  raise  wages.  Prolialily  nmst  pwjpTe  will  agree 
that  "  the  boycott  la  not  the  remedy  to  adjust  differences 
f'lietweeu  capital  and  labor,"  at  least  when  enfcroed  by' 
coercion.  In  general  it  can  bo  said  that  the  law  novr 
leaves  laborers  free  to  combine  to  enforce  their  Uemanda 
;by  any  methods  tbat  do  not  conflict  with  the  rights  of, 
lOthers,  Those  who  criticise  labor  orgniiizations  a< 
freely  for  their  use  of  strikes  and  boycotts,  commonly 
overlook  the  fact  tbat  other  classes  of  society  use  pr&-j 


1  In  EcgloDd  the  cjvsa  van  jlifTcTent.  Earl_r  in  this  cetktnrr  Ir^i^Lslfcrion 
iVi4  IH0  COiirl«  y*CTV  oy<poticil  Lu  i\it  pimfili^E  cotnbfbMitPiiri  to  ntsu  «-iLpT& 
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cisely  the  same  wenpons.  Between  January  1,  1881, 
nnil  June  30, 1894,  Un?re  were  lyckonts  in  6,C(J7  eatab- 
linlimfMiU  in  the  United  States,  Tn  tlieae  cases,  em- 
ployers, either  individimll/  or  in  combinationj  locked 
out  36G,G90  employees  in  order  to  coerce  them  into 
compiiiinco  with  dictated  conditions.  Tlio  boycott  lins 
long  been  uacd  by  many  peopEc.  '^Tho  nboIitioniaLa 
boycotted  alavo-made  products  ;  the  tempcinnce  people 
hnve  used  the  same  method  to  repress  tha  liquor  nui- 
aacice  ]  the  pulpil  hna  tried  Lard  t.o  boycott  Sunday  nevs- 
papera;  and  recently  there  haa  been  eetabliahed  in  the 
city  of  New  Tork  a  society,  consisting  of  women  occu- 
pying excellent  eocial  positions,  pledged  not  to  purchaac 
goods  of  honses  which  do  not  fumiali  proper  conven- 
iencea  for  tJieir  saleawcmen.  Railroad  companies  haye 
boycotted  their  men  time  and  time  again  ;  working 
people  have  boycotted  railroads,  dealers,  and  manu- 
facture ra ;  railroatis  eombinc  and  boycott  other  rail- 
roads ;  and  so  the  method  has  grown  to  be  a  familiar 
one  with  all  ciaBBes,  and  one  that  is  used  in  varioua 
waySn"^  No  device  of  induetrial  warfare  is  more  cruel 
than  the  form  of  boycott  known  oa  the  *'  blackliat." 

§  301.  Manifcatly,  fho  labor  contract  is  gi'eatly  taodT- 
fied    whenever  combinatioua    of    lahorera  arc    able   to 
ludiiee   or    coerce    employerB   into  making  iibworfuj!- 
terms    primarily    with    the    labor    unions,  ^^^^ 
rather  than  with  the  indiTidual  cmploycca.  ^t^rMBirwi, 
This  ia  a  matter  to  which  employers  commonly  offer 
serioiis  objections.     When  labor  organizations  adopt  ft 

I  WaioRT,  lodiuitruJ  EtdatioD  of  the  Uuitfid  Slates,  Alfl. 
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conservative  policy,  and  choose  men  of  ability,  intogrity. 
and  character  to  repreaent  them,  employers  are  much 
more  willing  to  treat  with  roprosontatives  of  imioDS. 
Many  capitaliata  hare  recognized  the  adraota^  of 
dealing  with  u  rcapODsible,  conservative  union,  rather 
thnii  with  'irresponsible  workingmen.  In  England, 
where  trades  unions  are  better  organized  and  more 
wisely  managed,  employers  show  much  less  dtsincliaa 
tion  to  deal  with  them.  Many  careful  thinkers  Euid 
])racUcal  business  men  will  aeaont  to  JAx.  Stimson's 
opinion  that  *^ collective  bargaining  between  associatioua 
legally  organized  and  personally  responsible  on  Loth 
Hides  ,  .  ,  holds  the  future  of  the  peace  of  labor." 
When  American  laltor  org  a  iii  nations  become  more  will- 
ing to  aHaiimo  responsibility  for  the  acquiescence  of 
their  members  in  the  agreements  made  by  the  unioiis/ 
and  when  they  more  gonorallj  place  their  best  and 
viacst  men  in  control  of  their  affairs,  employers  will 
not  long  refuse  to  deal  with  them.  Some  zealous 
ail  vipers  of  laborers  urge  upon  them  that  lliey  lose 
tlieir  pergonal  independence  by  entering  a  onion,  by 
whose  rules  they  must  thenceforth  be  b^und.  The 
student  will  have  no  difficulty,  however,  in  recognising 
that  wisely  managed  labor  unions  can  incrcaae  the 
praotUal  freedom  of  contract  enjoyed  by  the  employee, 
even  if  his  nominal  freedom  is  reatriot^d  by  the  rule*  of 
the  association. 


1  Tha  EngJiab  tnuoDi  flcojmpliBb  tbii  b^  tbeir  beCtBF  ditciplioo  uid 
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§  302^  Labor  orgaDizations  havo  often  made  mietalcca 
aud  pursued  short-sighted  pglicLca,  an  witling  critics  are 
fond  of  pointing  out-     Some    of  tlie   criti-  ^, 

r  o  Other  upecll 

cisma  comLUQuly  passed  upon  tbeui  need  bo  ofiibur 
be  uonsiuered^ 

1,  Thej  are  called  monopolica»  find  this  ib  often  true. 
For  uuione  frequently  seek  to  limit  the  number  of 
apprcnticca  in  particular  crafts,  and  to  limit  tbe  supplr 
of  labor.  Such  measures  may  injure  laborers  in  other 
trades  by  cauHing  an  oveisupply  there.  ThcBe  regula- 
tions maybe  considered  legitimaLo  methods  of  indusirial 
warfare  whenever  employers  ficck  to  get  all  Ihoir  woric 
done  by  apprentices,  by  diaeliarging  a  workman  as  sooir 
as  he  completes  his  apprenticeship,  or  when  tbcy  try  td 
keep  large  numbers  of  unemployed  workmen  in  rosorve 
in  order  to  beep  wages  down. 

2.  Labor  unions  sometiiaes  limit  the  amount  of  work 
that  their  membera  may  perform  in  a  dny.  This  is  done 
with  a  view  to  making  work  for  a  larger  number  of 
laborers.  Such  action  is  very  ghort-sigbted,  because  a 
limitation  of  production  simply  decreases  the  social 
income  available  for  all  persons^  laborers  included.  It 
may  be  compared  with  the  action  of  monopolies  in 
decreasing  production,  in  order  to  cause  scarcity  and 
raiso  prices. 

S.  The  membera  of  Tabor  organ izationa  often  treat 
non-union  men  harshly  and  even  cruelly,  and  interfere 
with  the  undoubted  rights  of  laborers  who  are  not  mem- 
bers of  unions.  It  is  naturfil  thcLt  members  of  unions 
should  feol  roBcntmont  at  outsiilers  when  tbcy  play  into 
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the  hands  of  employers,  but  this  docs  not  justify  inters 
fereticc  wibli  tlie  rights  of  pei'sotiA  ihai  do  nob  desire  to 
join  lahor  orgsLuizations,  Oa  the  other  hiknd,  emfjlovcrs 
frequently  discriminate  nguirst  memljers  of  lahor  anions, 
and  have  combined  to  boycott  them  on  ti  large  Ecale,  A 
favorite  method  of  breaking  do^u  labor  organizations  iq 
to  discharge  the  men  who  take  prominent  parts  in  tliom. 
Labor  organizations  act  within  their  uEidonbted  rights 
when  they  reaist  by  lawful  meana  the  replacement  of 
their  leading  mt^nibcrs  by  non-union  men. 

4.  Finally,  it  ia  said  tliat  labor  organizations  are  based 
upon  the  principle  of  atrife  and  cause  industrial  warfure- 
"In  the  minda  of  a  large  section  of  tho  public,  labor 
unions  are  chiofiy  associated  with  stnkea.  It  ia  believed 
by  many  who  ought  to  know  better  that  auch  organira- 
tioDS  exist  for  the  purf^ose  of  striking,  and  that  if  tile 
organisations  were  suppressed,  industiinl  peace  would  he 
BGCured.**  ^  The  truth  ia  that  labor  organizations  exist 
primarily  to  equalize  the  ternia  of  the  labor  contrast. 
In  tho  early  history  of  any  union  tho  strike  has  boen 
used  frequently  as  a  meanG  of  accomplishing  this  end.' 
In  the  long  run,  however,  labor  organizations  grow  more 
conaervatave  and  leas  diHpospd  lo  strikft,  while  their 
power  and  mdoeuee  increase  ao  tliat  employers  are  more 
inclined  to  offer  fair  terms,  thus  making  strikes  unnece*- 
aary>  So  long  as  the  labor  contract  depends  rather  upon 
tho  relative  etrengtli  of  the  contracting  parties  than 
npon  consideratlona  of  exact  justice,  there  ia  bound  to 
be  mora  or  less  strife  between  laborera  and  capitaliata. 
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Tliia  IB  rot  an  entirely  satisfactory  condition  of  offairfl, 
but  only  hali  of  the  rosponslbiUty  for  it  rcata  upon  tbc 
laborers,  In  tbe  future,  collective  bargaining  may  re- 
duce tLis  strife  to  a  minimLiin. 


IT.   Tlia  Un^voratle  Eelation  of  Laborers  to  the  Pr{>d- 
vct  of  tlieir  Labor. 

§  S03.  Experience  has  abo^ni  that  laborers  receiving 
time  vageA  are  likely  to  have  little  interest  in  turning 
out  a  largo  proJiiet,  except  what  cornea  ^^^ 
from  the  knowledge  that  they  will  lose  their  >ba  tstot 
poaitiona  if  they  are  too  inefficient.  Piece  ''■'"' 
wfigea  may  give  the  employee  a  greater  inccative  to  dili- 
gent work.  But  they  hare  often  been  used  bycmplovera 
aa  a  means  of  getting  employees  to  do  mere  work,  and 
then  tbe  rate  of  wages  per  piece  has  been  reduced ;  so 
that  laborers  have  had  to  do  more  work  in  order  to  se- 
cure the  same  wages  that  they  formerly  received  under  a 
time  wage.  Such  experiences  have  inclined  workere  to 
k>ok  with  suspicion  upon  the  proposal  to  adopt  piece 
wagea,  and  hare  led  them  to  refrain  fmm  incrcasiog 
their  eiHeiency  under  the  system.  It  is  not  too  much  to 
aay  that,  under  the  average  coiiditiuns  of  time  or  piece 
wagea, Iftbo re ra  do  only  sevt-nty  or  nltioty  per  cent  of  tbe 
work  that  they  could  reasonably  do,  if  furnished  with  a 
su(Ficieut  incentive. 

§  304,    Some  employers  have  realized  that  their  labor- 
ers did  not  work  np  to  tbcir  highest  efficiency    pn,er™iYf 
under  the  ordinary  methods  of  paying  wagea.    *'*'*'' 
aud  have  adopted  Tarloua  ayatema  of  progressive  weges. 
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Uader  these  methocis  tho  omployeea  haro  be^i  gn&roLn- 
tccd  a  minimum  tiuie  wogQ  ;  and  have  been  offered  ft 

premium  for  altuluing  more  than  a  certain  degree  of 
e({iUQUcyt  —  tliat  15,  fur  exceeding  a  certain  amount  of 
wurk  each  hour  or  day.  It  is  inijiossiLIc  tu  jjreseut  hero 
the  detuilfi  of  these  eacperlraenta  with  progressive  wages; 
hilt,  wlion  they  have  been  introduced  iu  good  faith  hy 
einpleyors,  it  liaB  Iccu  found  Umt  the  fivorage  product  of 
Xacli  worker  Una  increased  largely,  oceasionally  as  much 
aa  oi^'hty  or  one  hundred  per  cent. 

§  306.  Progreasive  wugea  have  served  to  increase  tbo 
lahorere  elllcieiicy.  hut  they  have  not  avoided  entii-ely 

fj^i        OisputeH  hetvrcen  employers  and  employees. 

'*"^^'^"  ProlU.  shariu^f  is  a  plan  for  ^viiig  the  laborer 
an  inducement  to  work  olHcicntly,  and  for  dOQuring 
greater  harmony  of  interest  between  employers  and 
workmen-  Under  ita  provisiona  hired  laborers  ai'e  givea 
ihares  In  the  ])rufite  of  the  business,  the  Hhaie  of  each 
workman  hehig  determined  beforehand  upon  some  equi- 
table basis.  Tlio  purpose  of  such  an  arrangement  is  to 
induce  laborers  to  increaae  their  output,  improve  ita 
quality,  and  tUiiB  coutribute  toward  the  creation  of  extra 
proiita  in  which  they  may  share.  In  some  Lnatancee  ex* 
pcrimcnt^  in  profit  Bliaring  have  had  this  result,  and 
Lava  proved  at  least  moderately  suecessfnl.  But  in 
many  eases  l.hey  have  proved  unsnecesHfid,  and  haV9 
been  given  up.  A  common  reason  for  such  failure  la 
that  there  hav-e  been  very  small  profits  to  divide,  or  even 
^t]0  profits  at  all  i  so  that  laborers  havo  had  little  interest 
\n  the  scheme,  and  bare  aot  hi-aitated  to  strike  if  there 
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waa  any  jirus|)ticL  of  immediate  adTantagc  resulting  from 
Buch  a  coiirse- 

Eiperience  Iiaa  shown  that  profit  shariEg  doea  not  do 
iLwaj  with  etiikeB,  although  in  some  casca  it  hae  pro- 
moted Q  bettor  iindcrstandiuy;  and  f<!L'liiig 
between  cmplojer  aikd  employed.  Concern-  ofproiit 
ing  itfl  merits  as  a  pkn  for  dtstribiibioti,  the 
foUowitig  puiiiLa  iuny  bc  ttotiecd.  If  tlic  failure  of  profitfl 
received  by  laborers  is  created  bj  increiiscd  efficiency 
and  exertion  on  their  part,  then  it  rnny  be  as  favorjible 
to  efTicioQt  productiLiD  as  systemB  of  progressive  wages, 
bat  Lardly  inorc  so.  Unfortunately,  however,  the  profits 
actually  reali'zcd  by  a  Lu^JncsB  depend  so  mucli  upon 
good  mjin^emcut  by  the  eiLkj^loyer  liiat  their  amount 
may  not  vary  proportionately  with  the  increased  zeal  and 
eflieiBiicy  of  th«  workers.  Liiboreis  may  increase  thrir 
product  ten  per  ecitt,  but  bad  buHiness  mau&gement  mn.y 
result  in  an  actual  loss  on  the  sales.  In  such  a  case 
profit  sharing  may  Lo  unjust  to  the  employee.  On  the 
other  hand,  if  tho  profits  received  by  the  laborers  are 
merely  a  gratuity  from  tlic  employer,  then  the  syatem  is 
unfair  to  him-  For  laborers  would  be  made  to  share  ia 
any  profits  earned  by  the  business,  while  they  would 
bear  no  shaz-e  of  the  losses.  In  conrlusicn  it  may  be 
said  that  profit  sharing  has  aceomplishcd  less  than  ita 
more  ardent  supporters  have  expected^ 

§ -i06.  Coiiperation,  in  the  technical  ecnse,  has  had 
two  distinct  forms.     Firet^  consumers  have 
combined  to  conduct  the  exchange  of  prod- 
ucts, that  is,  wholesale  aud  retail  trade,  in  order  to  save 
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IJhe  cbu^H  Bade  bj  BHUlena.  la  Kn^md  manf 
taeeewfol  ooi^ecfttiTv  ctons  faaiv  beea  —UbfiBhwl.  but 
in  this  eouBlTT  thej  tevQ  bee«  Ine  i»BBO«a  uid  impor- 
tant. To  thk  £ora  oC  cogpcr^twn  tho  mum  cooMiniers* 
or  dktribotii^  maigcndoaa  baft  been  ^vta.  Tlte  mcvnd 
Ux^  is  pndactifv  ooOpeistian.  Workmen  fatTo  com- 
bined  to  efttaUisli  and  candBCi  productive  enterpndes 
upon  their  own  leooant.  Theij  oft^  eoatnboie  nearly 
til  the  c^tal,  or  maj  botrov  n  part ;  bat  tlkey  become 
tlkelr  ov-D  em|4[>jer«  and  fona  a  eoUectiTe  undertaking. 
ProdoctiTe  coiijpention  has  had  little  anocesa  in  Eugtaod, 
bat  rather  more  In  France:  vkile  a  lev  aocb  enterpriaes 
luTQ  aocceeded  in  the  United  States. 

ManifesUj,  productive  cooperation  is  a  radical  change 
from  the  presetit  organbation  and  sapervisioa  of  in- 

dnsCrf  by  iudiTidual  rmtrepmtavir$  emploj- 

<c^i^jiw  ing  large  numbers  of  hired  laborera.  In 
60me  few  cases  vhere  it  has  succeeded,  its 
advantage  have  been  verr  p^at-  It  has  made  impos- 
sible Htrife  betveen  eiuplojing  and  laboring  classeo. 
Self-employed  workera  have  shown  activity  and  zeal  m 
their  labor  that  hired  laberors  do  not  exhibit  It  has 
CQCoura^  fnignlityf  since  it  fumi&bca  a  strong  induco- 
mcnt  to  saving,  Fiaally,  the  responsibilitj  and  experi* 
ence  of  proprietorship  have  had  an  excellent  moral 
ijiflticQce  upon  the  codpeiatora. 

In  cft'ipcnLtive  production  the  place  of  the  entrtpre- 
neuT  is  taken  by  a  mana^r  elected  hy  the  workmen. 
Now,  it  ifi  all-important  for  the  eucceaa  of  the  enterprise 
that  the  manager  shall  havQ  the  same  skill  that  ind>- 
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ridual  entrepreiuurB  posscsa*  li  ho  faila  to  show  euflicicnt 
ability,  the  busineBB  will  prove  a  fu.iIuro,  CoiiiJcratarH 
are  not  incUued  to  pay  enough  to  keep  the  wmcBitjof 
moat  able  men  m  their  aervice,  ao  that  if  a  m>pj„uvo 
fluccossful  niajmper  is  found  they  are  likely  wodotikD. 
to  lose  him.  Moreover,  diflorcucoa  of  opinion  omung 
co^pcratora  aro  [Jkcly  to  cauBo  disSGiisicna  tbat  lead  to 
divided  couDsela  atid  inefficient  management.  Ooi^pcra- 
tive  pi'oductioLj  has  succeeded  beat  when  the  bueiuesa 
has  not  been  of  a  complex  character,  wbi^n  skillful  man- 
agement has  counted  for  less,  and  efficient  workman- 
ship has  availed  mors.  Finally,  laborers  have  seldom 
had  sufficient  capital  and  credit  to  enable  them  to  secure 
the  means  of  caUbHshJag  large  cnterpnaca.  Theac 
difficultiea  have  generally  circumscribed  narrowly  the 
field  where  cooperative  production  could  prove  a  succesa. 
The  conclusion  seems  warranted  that  couperaiiuii  ia  an 
ideal  83'stem  when  possible,  but  that  the  difficuUies  at- 
tending it  are  ao  ^refit  as  to  make  it  Impossible  foi*  us 
to  expeet  very  much  from  it  in  any  immediate  future. 
The  entrtprcnt^uf  will  continue  to  organiao  and  direct 
the  large  majority  of  buaincaa  enterpriaca,  for  he  seems 
able  to  inaui^e  to  society  the  most  efficient  direction  of 
its  productive  forces.  ^ 

V.    Cosciliatioii  And  Arbitratioa. 

$  807.  In  contractB  for  the  sale  of  ordinary  commoai- 
ties,  disa^ccmcnta  between  bargainers  seldom  lead  to 
conflicta  between  the  contracting  parties.  But  the  labor 
contract  is  peculiar  ui  that  the  person  of  tlie  laborer 
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and  liio  work  aro  inseparable.  Human  intorcate  are 
mvokcd  ia  au  especial  di-'gree  ia  chaiigee  of  the  supply 
uf  labur,  and  id  all  the  cunditictna  of  em- 
ployment siib^equetit  to  the  coucUiaion  of  ajx 
agreement  between  employers  and  laborers 
on  the  matter  of  wa^^.  Hcnec  it  ib  easy  for  the  con- 
flict of  intorcBta  to  become  aeriouB  when  differences 
arise  between  the  parties  to  the  labor  contract.  La- 
borerfl  reaort  to  strikes  and  boycotts;  e m pi ojers  adopt 
the  lockout  and  the  blacklist.  When  such  disputes  oc- 
cur tbey  Rre  settled  usually  by  a  trial  of  Btrength 
between  employer  and  employees;  and,  since  migbt. 
Lot  reason,  is  appealed  to  as  the  usnal  arbiter,  contlicta 
between  laborers  and  capitalists  are  justly  dcsci'ibed  as 
"  indnatriol  warfare  " 

§  308i   Few  persona  are  satisfied  with  appeals  to  force 

as  the  priuciijal  method  of  adjusting  the  relations  of 

iBfluairiai       laborers  and  eraployera.      One  remed/  for 

coDcautiDo.    the  present  unsatisfactory  relation  has  been 

found  ill  boards  of  conciliation   voluntarily  eBtahlished 

in  various  trades,     Employcra  and  laborers  in  the  sntno 

trade  have  selected  representatives  to  form  a  committee, 

or  board,  lii^fDre  which  all  differences  shall  l>e  brought 

for  calm  and  fair  CDnsideraftuu  before  they  can  lead  to 

serious  disputes.     When  this  expedient  has  been  fairly 

-Ifid  In  good  faith,  it  bns  been  found  that  nearly  all 

disputes  can  be  settled  by  the  boards  to  tho  iiltiniatc 

Batiaf&ction  of  both  particSn     Both    employers  otid  la- 

ircrs  have  taken  care  to  avoid  mistakes,  and  a  fair 

ftettlemcntf  even  of  questions  of  wa^^Si  hoe  usually  been 
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poaaible.  Strikes  or  lockouts  have  often  been  avoided 
fL>r  long  potiodfl  of  years.  Voluntary  boards  Ljf  cuiicili* 
ation  Jkave  dcmonatr&tod  that  it  ib  not  imptjsaible  to 
reconcile  confiicting  claims  of  laborers  and  employers 
on  a  bafiU  uf  reason  iluJ  justice,  iviUioiit  ni^penla  to 
trials  of  atreQglhj  tbat  is,  appeals  to  force;  they  have 
proven  that  most  labor  con  trove  rsiea  are  uuneee^sary, 
ariaing  id  mifiundei^tundinf^  aud  distrust,  rather  than 
in  the  desire  of  either  pnrty  to  wrong  the  otlicr ;  while, 
tinaily,  they  have  ebown  that  mutual  respect,  conEl* 
dence,  ard  good-will  may  prevail  between  employers 
and  employed,  in  place  of  the  mutual  distrust,  and  even 
claaa  biilred^  that  too  often  obfi-racterl^ea  their  relation 
at  present, 

§  S09,  When  dieagreementa  between  employer  and 
employee  lead  to  an  open  rupture,  Buch  as  a  strike  or 
loclcout,  disputes  have  eomctimcs  been  sub-  Vi*iimuu 
mitted  to  arbitration  by  unprejudiced  jud^a-  *" 
SumetimeB  when  beards  of  conciliation  have  failed  to 
agree  on  a  curtain  subject^  it  has  been  tiiibmitfed  to  the 
doeiaion  of  some  umpire  or  arbitrator.  In  this  country 
several  etatea  have  eetablished  bearda  of  eonciliation 
and  arbitration,  which  are  generally  authorized  to  in'- 
vestigate  any  diapute  between  laborers  and  employers, 
and  to  offer  their  eervices  in  securing  a  settlcmcnti  In 
MMflsachuHetts  this  method  has  been  found  quite  saccesS' 
fill  in  settling  many  disputes ;  but  the  board  bas  done  its 
best  work  in  the  field  of  coiieili ation,  where  it  has  secured 
tlic  settlemtmt  of  many  questions  that  might  have  led  to 
ttrikes  and  lockouts.     Arbitration  voluntarily  accopl^:d 
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by  thd  partiee  to  the  dispute  ib  the  wlaoflt  and  moat  ad- 
vaut^eoiiB  nictUod  of  eottliiig  difforenccB  wlion  a  strike 
or  Icckout  lias  actually  occuprcd.  But  it  is  altogether 
dosIrjiUe  to  prevent,  by  conciliation,  the  disturbance  of 
friendly  relalious  between  eiii[)loyei'a  and  laLorera. 

§  310.  It  baa  beeD  proposed  to  compel  by  law  the 
a^ijuBtment  of  labor  eontrovei-sies  by  arbitration.  Com- 
coBiD>ifc>t7  piilsory  arbitmtion  of  this  character  presents 
■rditraoon.  gerious  difficulticSn  Tho  first  is  that,  while 
it  is  ea^y  to  enforce  the  deciaioQ  of  tho  arbitrators  upon 
the  capitalist,  it  is  generally  impoBfiible  to  compel  the 
luborer  la  abide  by  it  permanently-'  To  remedy  this 
difficulty  it  Las  been  proposed  to  have  labor  organiza- 
tions iitcorporatedj  ao  that  jiidgmenta  can  be  enforced 
against  them*  But  this  propoBitiou  is  not  at  pposeiit 
widely  favored  by  laborcra.  In  the  second  place,  if 
laborers  could  be  compelled  to  work  at  wages  fixed  by 
arbitration,  it  is  questionable  whether  they  would  render 
willing  aorvice,  and  whether  their  labor  would  not  prove 
oa  inelliciont  aa  alave  or  prison  labor.  Finally,  it  is 
claimed  that  capitalUta  would  not  invoat  their  capital 
under  any  such  condition  as  compulaory  arbitration  of 
labor  diftpntes.  Tliia  is  a  favorite  answer  to  any  pro- 
posal for  liinitiDg  the  powers  of  capitaliHtM-  Capital 
muH  be  Invested,  and  only  a  small  poi'tion  could  flow 
out  of  tlie  country.     It  is  p^tssiWe,  however,  that  com- 


1  Tt  Tii^HAjto  find  enongb  propprtj  belongiiig  tc  tTie  employer  to  enabla 
tbe  JDclgmf^nt  of  thp  flrhitmt-trfl  to  lie  ^inforc^il  npon  hiTn,  With  laboren 
tfaii  IB  Dcl(JDm  pMsiblO)  whiln  iirprifDnTnont  waiilJ  prubalilj  bo  no  imp^^ 
dble  |]imuluceDt  loi  a  nfiuiLl  io  work  uudcr  niisati^iFactorj  coDdJUnnL 
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puTaory  arbitratioD  miglit  be  enforced  in  an  unjust  man- 
ner that  should  prove  di^dtHructive  to  tbe  interestii  oE 
employers.  Tliis  would  diacoumge  the  growth  of  capital 
and  check  the  development  of  industry,  If,on  the  otber 
hand,  compulsory  arbitration  should  be  fairly  adminis- 
tered, there  IB  no  rcaeon  to  foar  that  th9  capital  of 
society  would  be  impaired.  Most  people  will  a^reo  that 
compulsory  arbitration  would  bo  such  a  aerioua  limita- 
tion upon  the  labor  contract  that  it  must  be  considered 
undeairable  aa  lon^  aa  thera  are  other  poaaible  methods. 
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8hari]]tS  Thc<  AdjufttMietit  of  Wage4  to  Ellieieiioyi  Walkek,  PolJtr 
jcal  Eoonomy,  375-^1)4,  Tin?  Waj;!^  Qnestion  ;  VVrbr.  History  of 
Trade  Uniooipm ;  WniOdT,  Indiifttritkl  Evolution  of  the  Uoi1»d 
■StatBi,  231-320,  Report  ou  Concilmlion  anJ  ArbitrBlIon;  Llove>, 
Labor  Copartnerbjiip  ;  Wbck,  1  ndustrial  iJemocruoy^ 
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LAND  KATIONALIZATIONp      80C]ALTftU. 


Lu4Tcfliir« 
■ffom 

cliUdD- 


§  311.  ALoiit  1870  a  movi^iiieiit  In  favur  of  land 
national  L7att on  started  [n  England.  The  Land  Tenure 
ThfZAEiub  Rc^forin  Association  advanced  the  proposi- 
tton  that  tho  .State  ehoutd  lako  by  taxation 
allt  or  nearly  all^  of  the  future  irtcrQuse  of 
the  rent  of  laud.  Present  landownei-s  vrere  to  Itaic 
the  option  of  "rolint|uishing  their  property  to  tho  Htate, 
at  tl»G  mnrkct  value  whiuh  it  might  havo  actjulred  at  the 
time  when  this  principle  may  bo  adopted  by  tUe  Legia- 
I&tiire."  TLko  AaawsiatLou  claimed  that  ita  propi>dal  waa 
jast  and  dt^sirahlc  bocauae  the  growth  of  ground  rent 
(tho  economic  rent  of  land  in  the  strictoat  aensc,  apart 
from  impiovumeiila  aiada  upuit  it)  is  duo  to  "i\)e  growth 
of  population  and  wealthy"  "  without  any  effort  or  out- 
lay by  the  proprietors.'' 

§  312,    More  recently^  Mr.  Henry  Qoorgc  baa  atartod 

an  agitation  in  favor  of  the  Bcizuro  by  tho  State,  not 

merely  of  the  future  '^imearned  incrcraent  ** 

Benry  Gaarse 

■Dd tht  iineie  of  laud  reritala,  hut  of  tbn  ontira  oconornic 

*"'  rent  of   land.     He   would   aocom|iHAh    thia 

ond   by  imposing  upou  land  a  aiuglo  tax  equal  to  lu 
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annual  economic  rent;  that  is,  its  rental  value  apart 
from  oil  improvements.  Moreover,  lie  has  deiiiad  the 
justice  or  neeesaity  of  c^ompenHaling  landowners  by 
ftllowing  tliem  lo  sell  to  the  State  their  lands  at  the 
market  value-  It  is  evident  tbat  such  a  plan  is  C(|iiiva- 
Icnt  to  nfttional  ownership,  or  nationalization  of  innd. 

§  813,   Mn  George  is  not   &   sociaList     Ue   hdieves 
that  men  should  have  the  right  of  property  in  all  prod- 
ucts of  their  labtir.     But  he  denies  tliat  tlic 
economic  i^ent  of  land  ie  the  product  of  any  idrucM^ 
activity  of  the  landlord,  and  claims  that  it  is  "^'  ^**"*- 
dtie  entirely  to  the  ji;ro^vtb  of  population,  which  increosee 
the  demands  made  npon  the  land,  and  raisee  rents.    His 
arguments  depend  upon  this    fundameutnl    proposition, 
and  we  may  present  tliem  in  the  following  manner, 

1.  All  sociiil  [jrogreas  increasea  the  demand  for  land. 
The  law  of  Lli[ikinislLing  returns^  drives  investments 
of  labor  and  capital  onto  poorer  mar^ns,  and  increases 
rent.  ThuB  the  tendency  of  progress  is  to  give  land- 
lords more,  leading  leas  for  all  other  people.  Tlicrc- 
fore,  progress  will  always  cause  jioverl^'  as  long  Qs  land 
remains  in  the  hands  of  private  owners.  Tliere  are  two 
fallacies  in  this  argument.  First,  all  social  progresa 
does  not  increase  the  demantlA  made  upon  land.  The 
improvements  in  manufactures  of  the  last  century  have 


^  Mh,  l.:f!oiiGE  formrdly  deoiM  tha  law  of  dimlLiBbing  hUifub  (see 
"Pro^reea  aad  Pofcrcy,"  DL  LL,  Cha|iFL  3  iLdil  4).  Bat  bt:  tmdetLukcb 
(o  ileiDtibstmlQ  tLi:  [nvjLriable  cojiiicctiuiL  leLnccD  }irc^ti?Ni  dud  puvcrtj' 
bj  m^nJiM  of  Ricardip'e  law  cf  reut,  —  a  taw  l>aaed  upon  the  aHinmptiuu 
of   the  1[iw  of  dimininbijLg  rBtUTDn,   ant]  meatiiuglc^AH   upon  U17  olbef 
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increoaetJ  cnoriQcuelj  the  product  aecured  from  ea<3 
acre.  IrDpiovcmt^nta  in  agriculture  conat^Dtly  enable 
the  supply  to  In:  produced  from  better  grades  of  lands, 
throw  poorer  grades  out  of  use,  and  decrease  rentg. 
luiprovGd  means  oE  transpoc-tation  enable  the  best  jrradea 
of  lands  in  all  partd  of  the  world  to  be  utilized,  and  ihty 
have  reduced  reotfl  on  older  landa,  The  progress  of  the 
laat  century  has  notably  increased  rents  only  in  the  case 
of  land  es|>i?ciaUy  desiniblR  for  use  in  commerce  and 
transportation  J  and  tbia  ia:iinly  in  large  cities.  The 
second  fallacy  is  that  of  fiupposin^  that,  in  any  case, 
the  demand  for  land  can  increaRe  indofinitel}-,  and  can 
throw  moat  of  tho  product  into  the  hands  of  land- 
lords.  The  growth  of  population,  which  is  the  principal 
cauBc  of  an  increased  deiuand  for  land,  is  limited  hy 
the  desire  of  men  to  niaintaiu  tlieir  atnndnrd  of  living, 
ore\en  to  I'aise  It.  Beyond  the  point  set  hythe  stjindard 
of  living,  population,  aikd  hence  this  pnnci]»al  demand 
upon  londi  will  not  increase.^  Our  first  conclusion  waa 
that  progrcsB  does  not  necessarily  incjoflsi?,  on  the  whole, 
the  demands  made  upon  the  land,  although  it  may  enor- 
mously increase  the  demaEidft  made  upon  farored  situa- 
ttOD8.  Our  SL^eond  conclnsion  must  be  1h;it  |>Eipulatiou, 
hence  the  principnl  demand  upon  the  land,  can  never 


1  This  point  iHTTurkoil  ont  mnrofuny  in  "El^, '^Ontliiiosof  Ecomnni^,* 
173-L7ft.  Furllicnnorc,  D4>jiM-|}Aweiiu  tm  cilLIci]  attpuiiuu  Lo  aik  equally 
ImpcrtAnt  fn<'t.  "JiL^t  u  pffi-otnnlly  i\a  itiG  claims  al  ttie  workcT  mtj 
liad  lin  firvvaat  miEti^nlii^Ji  btrrrg  Pxl'&nrlt'il  To  r  ptiiiit  at  wJiich  Uhot  doefl 
DDC  obUuD  Oven  ita  owti  co^ta  *'t  enlnueCtnrDi  iua^'  the  clAiin»  of  u^tnl 
firaropt  jui  B^tcobive  exteuaii'U  of  liie  liitLltj<  uf  culLivatiuu,  aud  itcL'iutllr 
do  pnveDt  \t"    Saa  "  Capital  ani  IntGnitit"  ^^-64. 
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inorense  beyonii  the  point  stt  by  the  claims  of  capital 
and  by  the  desite  of  laborers  to  maintain  their  stniidard 
of  linng.  Nothing  could  be  more  incorrect  than  th* 
theory  that  rente  paid  to  landoivners  aro  a  ncccBBarj 
cause  of  poverty,  attending  all  social  pL-agi'ces> 

2.  Mr.  George  holils  that  a  single  tas,  cqiml  to  ths 
rental  value  of  all  land,  apart  from  improvcmentB,  would 
yield  more  than  Giiongh  to  support  the  government,  and 
would  inakEf  all  other  taxation  unnecessary.  His  eclienie 
would  secure  for  the  usee  of  Bocii>ty  that  part  of  tha 
product  of  iudusbry  that  landowners  now  acquiro  as  a 
reault  of  social  growth  and  development*  lie  holds 
that  all  other  taxes  diftcourago  capital  and  labor,  but 
that  the  single  tax  on  land  wnuld  not  diacour'age  indu^ 
try.  It  is  irapoBsible  to  determine  exactly  how  much 
the  8inp:le  tax  would  yield  in  the  Uiiiled  States,  and 
we  cannot  say  cectainly  that  it  would  yield  more  or 
less  than  enough  to  ODVor  tho  G^peuBcs  of  our  ^ovorn- 
mentsT  national,  state,  and  local.  But  on  financial 
grounds,  which  cannot  bo  enlarged  upon  here,  any 
single  tax  in  highly  objectionable,  and  is  condemned 
by  all  anthoritiee.* 

8.  Mr.  George  urges  very  strongly  that  it  ie  unjust 
to  allow  any  persons  to  <iwn  tho  land,  which  ia  a  free  gift 
of  nature  to  all  men.  All  people  should  have  an  equal 
opportunity  to  use  the  land,  and  landowners  infrin 
Tipon  this  natural  right.    Since  private  ownership  of  laud 


ilW-nO;   Elt,  "T»3t»don/'  88,  ft-j;  S»uom*m,  "  Ewaya  in  Tajtalion," 
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itt  wrong,  it  U  not  necesearr  to  compezksate  preeent  ovm- 
erVt  c^peciollj  eiccc  so  many  existing  titles  to  land  were 
bnAed  originallj  upon  Tiolencc  and  robbery.  Uodem 
writers,  however,  have  practicalJy  given  up  tlie  nliempt 
to  define  ''natural  rights/*  TLey  hold  that  all  of  a 
person's  rights  are  based  upon  considerations  of  aociaL 
ntilityt  andf  therefore,  consider  tbe  justice  of  laudowner- 
abip  to  be  a  question  of  social  utUity,  Xr  a  matter  of 
fact,  most  of  3lr.  Geor^'s  ai^umento  aim  to  fib^v  tho 
injanouB  ejects  of  landowtierahip, 

§314,   III  studjing  Mr,  George's  plana  for  land  na- 
tionalization, the  following  considerations  are  important : 
mm^*,^^  1-  Jb  o^e  sense  of  the  word-  economic 

^^xTsoom      rent  may  be  called  an  unearned  income:  yet 
it  accrues  mainly  to  people  who  incnr  the 


risks  of  inveatios  in  land,  and  cannot  be 
secured  without  the  esercise  of  foresight.  Now,  Mr, 
George  awumes  thjtt  such  investors  never  lose,  but  al- 
ways gain.  This  18  far  from  trtie,  a.s  has  been  pointed 
out  (g  2Tti).  At  pripsent,  investors  run  the  rtslc  of  lo&s 
when  they  purchase  land  and  improve  it.  This  risk  ia 
Gountcj'balanced  by  the  prospect  of  an  increase  in  eco- 
nomic rent  Mr*  George  would  have  the  State  appro- 
priate all  such  inerementa  of  economic  rent,  while 
invBHtora  would  hear  all  the  losses  on  Linprovements 
that  should  become  unprnfjtaWe  on  account  itt  chnngps 
in  the  direction  of  the  growih  of  the  community.  Tlie 
late  President  Wa]kor  eaid,  justly,  "  Heads  I  win,  tails 
you  lose,  is  not  a  game  at  which  the  State  can,  in  fair- 
ccBs  or  decency,  play  a  part,'*    If  the  State  takes  from 
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an  inTestor  &1I  increments  of  rent  due  to  aocial  cauaea,  it 
BhQuId  guarautee  him  from  losses  un  capital  mveeted  in 
imprjvements,  provided  tliat  those  losses  result  from 
suciiil  c^uuaeH  over  whidi  btj  lias  no  controL 

2,  As  ft  revenue  meBSure,  the  single  tax  would  often 
prove  a  disappointmeut.  In  England,  far  iuetoncCf  the 
rente  of  practically  all  agiicultural  londs  have  steadily 
fallen  for  more  timn  twenty  years.  If  the  English  gov- 
ertiment  had  bought  out  all  ownera  of  agricuUiiral  lands 
at  the  time  ^lien  The  Land  Tenure  Rerorm  AaBocIatlou 
proposed  such  a  course,  it  would  have  made  a  decidedly 
bad  mveatment.  In  many  atati^a  of  our  Uuioq  the  some 
thing  ia  true  of  a^i-ieuUm-al  rents,  while  it  has  occurred 
repeatedly  in  cities. 

3.  We  must  admit  that  a  large  unearned  increment 
of  ground  rents  ia  secured  by  the  owners  of  specially 
fjivored  lots.  No  one  would  queatiou  the  justice  of  im- 
posing a  part  of  tiie  burden  uf  taxation  upon  such  an 
income  ;  *  but  we  should  not  forgot  timt  there  are  other 
nnearacd  incomes  bee  ides  those  secured  from  seme 
pieces  of  land.  When  a  monopoly  of  any  aort  dovelopa 
an  umieually  profitable  field  of  investment,  part  of  the 
monopoly  prori1.H  are  au  nuenrncd  income,  and  should 


1  Mont  writan  f&var  fi^nvSet  Uxntiari  of  ecniiQmip  rent,  anA  tighter 
tucatiiiii  oi  improremoDtP.  purtionlixrlr  \n  dusa  «hf>r«  the  Wo  tbitigH  <!iui 
bo  dCporaccW  cslimiiteJ  with  cbk.  Thft  coramoo  pr;Li-i^i:fl  al  ianm^  ua- 
Imprjied  luait  fi>r  gflly  a  very  STiial!  pentntago  of  Ila  mirket  viilue  is 
hibf.  lE  plafcfl  a.  prpmiiim  npon  wiNihoIilmjr  jniid  frotn  \wfi.  and  wailing 
for  A  tl»  ill  ilfl  vjiliio.  It  dLecDurn^en  tha  jnipruVDincDt  sail  dfle  tjf  aiicb 
lujd,  bacfluao  tlic  sA««amoDB  of  th«  kfid  Ltwli  U  nbeJ  id  W(/QU  u  iia 
pro'smeDU  ur  mad*. 
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be  taxQi]  also,  Ab  a  simple  matter  of  fact,  all  ilioae 
persons  wlio  hare  the  good  fortimo  to  he  favorably 
affected  by  each  actual  turn  of  social  development  are 
Ukoly  to  receive  unearned  iocomoB.  It  is  just  to  tax 
all  of  those  incooica  whenever  they  can  be  reached  with 
eertainty;  but  to  tax  them  all  away  b  qtnte  a  different 
matter.  Finally,  in  the  United  States,  there  are  [tracti* 
(^ully  net  FL^i^triotJoiiH  upon  the  purchase  or  sale  of  land. 
Any  unearned  iucrement  ia  likely  to  Ijediatribut^^d  quite 
widely,  because  landowncrahip  is  widely  eat^nded. 

4,  Mr.  George's  plaa  of  confiscating  the  value  of  laud 
without  compensating  present  ovriicra  does  not  appeal 
to  the  conscience  of  the  average  American  &8  jnat. 
Society  has  nllowed  private  lundowncrahip  in  this  coiui- 
try  ever  since  Ungliali  HeUlemcnt  The  present  owiic^ra 
Iiaveji  a  vested  in  land  in  ^ood  faith.  If  it  ehould  1>g 
docidcd'ihoxpcdient  to  contimio  our  present  system,  the 
'burden  of  the  chau^  should  nob  be  thrown  upon  the 
aiu^le  class  of  landowners. 


IL   Socialism. 

§  815,  "Socialism  ia  that  contemplated  evBtem  of  in- 
duatrlal  society  which  proposes  the  ahoUtion  of  private 
-^  .-       -    property  in  the  great  mttterifil  iiiMlniments 
«pyi«[ioiiof    of  production,  and  the  Buhatltution  then^for 
of  colteetivc   property ;   and  advocates    the 
eoUeetivo  manng<!mont  of  production,  together  with  the 
distribution  of  social  income  by  aooicty,  and  private  prop- 
erty in  the  larger  proportion  of  this  aooial  income"* 

A  £lv,  Bocialiflm  and  SotiiiJ  lloform,  p.  10, 
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Four  important  features  comnioii  to  nil  socialiHtic 
achcmes  are  contained  in  thiB  definition  of  Prof.  Ely's.* 

1,  Socialists  deeire  common  or  aociol  own-  ^  _ 
ership  of  land  and  productivo  cnpital,  the  «ieu]  einncnu 
important  material  factors  of  production,  '  ™" 
This  would  require  tbo  abolition  of  private  ownersltip 
of  these  forms  of  property,  aa  allowed  lij  our  present 
laLH-s.  Some  sociiiliaU  )ia;'e  fQvi>rod  llie  compcnsntion 
of  present  owners  of  Jutid  and  [iroductive  capital;  others 
deny  the  justioo  or  necessity  of  doing  so. 

2,  SooiaUsm  mcaiia,  in  the  second  placo,  the  organi- 
zation and  nianftgcnient  of  productive  entcrpriaca  by 
society.  This  ineana,  of  courae,  management  by  gov- 
ernment, either  aa  constituted  at  present  or  aa  reformed 
under  the  aocialiatio  rfyime^  Mr.  George,  who  farora 
the  nationalization  of  land,  would  leave  the  management 
of  induHtrial  entcrpriflos  to  prii-ato  indinduala,  Somal- 
istfi  hold  that  prirata  management  of  indtiatry  leads  to 
diaaatroua  results^  Under  socmliam,  persons  engaged 
in  productive  industry  would  become  pmctically  govern- 
ment employ  eca, 

8.  Tn  the  third  place,  socialisni  meaits  that  the  social 
income  shall  bo  distributed  among  individuals  by  the 
authority  of  the  government,  and  according  to  some 
plan  that  will  secure  a  Just  distrvbution  of  wealth. 

4.  Finally,  socialiara  would  allow  private  property  in 
tl;e  incomes  received  hy  individuals  from  tlie  govern- 
ment.   Part  of  the  income  of  society  would  be  reserved 

1  IB  nut  b&  nndantool  tEiat  tbisfixpliiDntioiiBlraB^t  e^a&atiitl  fflfttun* 
nMfdf,  and  W  fipotiial  roTenoco  to  iho  modem  hrm*  of  socbillaEiL 
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by  the  government  for  public  purposes,  as  is  done  at 
preaent  bj  our  Bj'gteaiB  of  puUic  revenues.  In  our  Ligh- 
waya*  parks,  libraries,  and  scboole,  individuols  receive  at 
the  present  a  coaaiJcrable  portion  of  Uieii  real  incomes 
out  of  a  common  fund. 

It  is  i*ossi1jle  to  ciill  any  forinof  governmental  acUvity 
fioclalifitic-      Our  poat-of^ce    is  a  sociiilistic   institutiuii 

ill  this  sense  of  tlie  term,  and  any  pei'fioii 
afibettm      who  prefei'8  national  to  private  ownership  of 

tbo  post  ofDce  is  a  sooialiBt,  to  that  extent. 
Municipal  owucrslip  of  water  works  i&  socialistic,  and 
hundreds  of  our  towns  and  cities  h^ive  adopted  this  fonu 
of  aocialtBni.  Those  who  ore  properly  called  Bucialists 
differ  from  the  rest  of  us,  who  oppose  their  projects^  sim- 
ply in  the  extent  to  whioh  they  favor  social  ownership 
and  maoagemcnt  of  indnatrial  enterprises.  The  term 
**  socialist "  is  ignorantly  or  diaboncstly  applied  ad  a  term. 
of  reproach  to  any  one  who  propose*  that  the  govcra* 
ment  s1in11  assume  contrul  of  ari)r  new  classes  of  enter- 
prises. P(^op1c  have  ceased  to  be  scared  by  the  mere 
name  of  soclitlism^  In  the  broad  sense  of  the  ternif  we 
are  all  socialists.  Techuicaliy, however, sociuHsm  should 
moan  tbo  proposal  to  adopt  social  ownership  and  man- 
agement of  all  important  productive  enterprisea,  leaving 
practically  nothing  to  private  initiative.  Few  peo|dG  iu 
this  country  favor  such  a  policy  at  tbe  present  time.' 


1  Id  order  to  Rjold  llie  reproaeh  (!onuileT«1  to  nc^ninpnnj'  tbo  word 
*"  loctihliirl/' chu  Dair}eof  "  u^LluiiaJjil  "baaticouafliJpLiiil  hv  mjuv  penoDsia 
(his  country  who  f^Tot  fiucLaliflm.    la  Kniopa  (li4  nonl  "  coUHtJTiaai "  im 
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SocmlisTn  must  not  be  confounded  wit!i  QnarchiBra. 
The  aaarchist  boliovce  that  all  control  or  coei-cion  of 
one  individual  bj  anofchct  is  wrong;  that  50^^11™  m^ 
gOTernment  implies  bucU  control,  and  is  •=■":'">■»■ 
D€cesaariljr  a  bad  thing;  anil  that  the  worst  traits  of 
human  nuture  have  been  caused  \\j  fbe  n^preaaivc  In^ 
fluence  of  government.  Therefore  anarcbisU  deairc 
to  overthrow ^nU^gqyernmenlB,  Witli  theae  abolisLed^ 
anarchj&ta  profess  to  believe  that  men  would  voluntarily 
cooperate  in  some  manner  to  eETect  Buch  purposoa  iis 
could  not  be  secured  by  individiial  action.  The  eoci^alisfc, 
desiring  to  place  the  control  of  nil  industry  in  the  batida 
of  the  government,  cannot  well  he  an  onarchist  at  the 
some  time!  3T^a  matter  of  fact,  socialista  and  anarch- 
lata  liavo  antagonized  each  other  most  bitterly. 

§  316,   Some  socialists  have  desired  to  aecuro  their 
ends   by   sudden  revolutionLiry    measures.     Such   ideas 
have  generally  tieen  given  up,  and  intelligent 
Bociiiliabs  now   look  forward  to  a  more  or  And CTVinoDn- 
leaa  gradual  socialiKing  of  the  means  of  pro-  "^ 
ductioD,      At    the  present   time   evolutionary  Brx-itiUam 
takes    one   of   two    forme:    Firat^   it    ia  looked    upon 
merely  as  a  giadual  extension  of  existing, governmental 
institutions.     Governments  already  carry  on  many  more 
branches  of  activity  than  people  uanally  realize-     One 
class  oF  Bocialifits,^  therefore,  luoks  forward  to  tlie  as- 
sumption by  the  government  of  one  branch  of  indnstry 
after  anutherf  as  fast  as  the  public  can  be  convinced  that 

Sodetj. 
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Audi  a.  c^tirae  la  desiraUe  and  nccosaarj,  Tho  eectmd 
group  ia  represr>ntcd  by  tlie  German  atjcialists,  tbe  fol- 
lowera  of  Karl  Mars.  Ttey  hold  tbat  sociaUsin  will  bo 
the  mevitabla  result  of  known  forces  that  operate  in  the 
economic  world.  Theso  are  the  forces  of  modern  capi- 
talistic production.  The  growing  importflnce  of  capital 
in  modern  machine  industiy  has  replaced  amall-scale  by 
largoflcala  produiiiion.  At  the  present  moment  trusts 
and  industrial  coniliirationa  are  alleged  to  hit  replacing 
indiTidualiBtic  production  on  a  large  scale.  In  the  futnrc 
all  branches  of  production  will  be  concentrated  ia  the 
hands  of  a  few  monopolioa  ;  and  then  governments  will 
itttcrfcro  to  asaumo  the  ownership  and  direction  of  all 
industiies, 

§  S17.   SdcialiHrn  is  not  new,  but  is  a  very  old  flienry 
that  baa  Reappeared  constantly  in  one  form  or  another, 
at  least  since  the    time  of   Plato.     It   has 
TttToid         been  advanced  often  when  a  sharp  separa- 
tion between   the  cla&sea  of  rich  and  poor 
has  brought  tlie  problem  of  poverty  to  the  front     Ideals 
of  political  or  social  equality  have  been  another  cause  of 
Bocialistic  tlieones.^     Plata's  "Republic,"  with  ita  pro- 
posals for  the  estremest  BubordlnaMoD  of  individual  life 
to  the  direction  of  the  State,  has  for  its  background  a 
aharp  separation  of  claases,  ond  a  bitter  conflict  between 
rich  and  poor,  that  occurred  not  only  in  Athens  bat  in 
most  of  tho  Grecian  cities.     In  the  sijitcenth  and  sevrn- 
teenth  centuries,  the  social  distress  eaueed  by  widespread 

>  Sgo  TlijBL-iiKn.  L  ^7^^:19,  for  on  ijitenECme  lUtomeob  of  ih*  coodt 
tioni  favorable  ta  the  t^rowtb  uf  ■oculiam. 
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economic  and  political  chaDges  1ei3  to  such  worlca  as  Sir 
TliDmae  Moro'a  "Utopia"  and  CampaDella'a  *' City  of 
the  Sun,"  Again,  in  th9  eighteenth  century,  the  mificry 
osistinf^  in  France  boforo  the  Revolution  furnished  a  fruit- 
ful field  for  flocialiatic  epcculntionB,  Finally,  hiucc  the 
Industrial  Revolution,  tlje  increoBcd  importaticQ  of  cQ\tU 
tal  has  caused  a  sharper  separation  of  capit^ilistB  and 
lahorere,  and  has  furni^^hed  the  ground  for  the  growth 
of  modem  socialism.  This  movement  haa  been  strength- 
ened by  the  growth  of  democratio  political  ideals.* 

§  318.    SocialiatB  criticise  severely  our  present  methods 
of  producing  wealth,  and  hold  tliat  production  could  be 
much  more  efficiently  managed  under  social- 
ism.   They  urge  that  competitive  methoiU  iiutjoiii>f»- 
are    "plankss/'      Producers   no*   work    at  ^"^'flj'^ 
cross  purposes;  mistakes  are  common;  and  wwuicuoo 
our  industry  is  far  less  productive  thau  it 
would  be  if  managed  on  the  lar^'cst  possible  ecalo,  in 
accordance   with  comprehensive  general  plans.     Sec- 
ondly, our  present  competitive  methods  cause  a  great 
deal  of  waste.      Not  only  have  we  much    unnecessary 
reduplication  of  plants,  but  oIbd  needless  expenses  for 


1  Tha  Btnileiit  vonU  flbd  TC  ititoH«tltkg  ta  robl  Plato'h  "Republic*; 
eee  J<fWETT"n  "  DiaJocve*  of  rlitfl,"  HI.  Thoro  It  haidlr  &  Imtlor  crifr 
ciMD  of  atKi^iUAtu  thisi  lUaL  paasvil  by  Aentittl^  apon  VtsA^'f*  s^bonie?  ; 
Abhtotle's  "  Politira,"  Bfc.  11.^  Chi^  S  ftnrl  ft.  Plato'*  "  RepubtEc  "  haaj 
liwn  called  '*the  frBitfal  parontof  moilom  L'topina;"  ood,  cvfter  Mmljiug 
It.  the  stndDDt  nii^Kt  rend  the  BcciiJiatJc  ramiiiiceB  contained  m  MoitLsv"* 
"  Ideal  ComniunWBiiliha,"  espeoiflllj  MoHft's  "  Dto^ila  "  ajii]  C4Hr.inEi,U4V 
'^Otyof  the  Snn."  Then  Mr  BiriijiMr'^  "  T-'viWnjt  Bnrkp-ftTil."  thnbem 
knovrn  Af  tba  rodODooa  ropFHoatiag  modem  BocioliiTHj  might  Im  md  m 
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advertiaiDg,  traveliDg  saleameDf  and  similar  purposes. 
Thirdly^  pioducera  hare  a  strong  inducctneDt  at  present 
to  iucreaae  tho  value  of  their  commodities  by  reetrictiiig 
tho  output,  as  ia  done  by  the  anthracito  coal  monopf^lj. 
Society  is  poorer  on  account  of  the  artificial  scarcity 
created  in  this  nay.  Again,  aocialifita  eLow  that  there 
IB  great  waaLe  iJi  our  methods  of  exchangiug  products. 
Uany  more  people  are  engaged  in  wholesale  and  retail 
trade,  especially  in  the  latter,  than  are  really  needed. 

We  must  admit  that  there  is  a  great  deal  of  troth  in 
all  of  thc&c  criticisms.  Bitt  such  an  admisBion  doc3  not 
(ndBctiauto  necessarily  lead  to  the  acceptance  of  aocial- 
JJ^JJ^*  iani-  For  the  weakness  of  aocialism  ia  evea 
pmdiictiin*  greater  tlian  that  of  tho  prpseiit  B3'st€iii. 
1.  First  of  all,  will  socialiiim  lead  men  to  eirert  them- 
ficlves  as  actively  as  they  do  at  present  under  the  dosire 
for  ])ecumary  gain  t  Socialiets  urge  tlmt  the  dcairo  for 
eoeid  cetocm  is  a  powerful  motive  at  present,  and  would 
prove  still  more  so  under  their  system.  But  while  many 
people  are  influenced  by  the  dc»ire  for  social  esteem, 
others,  apparently,  are  not  deej>Iy  affected  by  tbia 
motive.  Moreover,  social  esteem  of  one  liind  or  anolJier 
can  be  gained  at  present  by  many  actions  that  do  not 
conduce  to  the  real  welfare  of  society;  and  it  is  not  clear 
that,  inider  socialism,  public  opiulon  would  bo  change 
Ibat  men  could  uot  gain  notoriety  in  ways  that  would 
be  thoroughly  harmful.  Also  aocialists  claim  that 
altruistia  motives  may  be  expected  to  bare  greater 
force  imder  a  socialistic  rSijinte.  But  we  have  no  expe- 
rience that  justifies  us  in  a^auming  that  the  majority  of 
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men  will,  in  any  fmmediftte  future,  eiert  themselves  aa 
actively  under  tho  iiifluenoe  of  Buch  motivoe  aa  tlioy 
do  at  present  under  tho  etimuluB  of  self- interest*  Of 
course,  the  socialiatic  &tatc  might  compel  men  to  ^orlt. 
But  would  such  labor  be  more  effective  than  that  of 
slavea  or  coiivli^tn? 

2.  The  difHiciiUies  of  organising  and  mnnagiDg  all 
induatriea  on  a  national  acalo  are  enormous.  Tlieso 
difficulties  would  be  especially  great  in  industries  like 
agriculture  that  do  not  lend  themaelvea  readily  to  large- 
acalc  production.  Moreover^  governmental  management 
presents  serious  problems^  chiefly  the  difficulty  of  uecnr* 
iiig  as  honost  and  ellictont  ad miiii^t ration  aa  can  l»e 
Bcoured  by  private  enterprise,  ttt  its  best.  Doubtless  oar 
methods  of  public  adminiBtration  can  be  improved,  and 
would  bo  further  improved  before  the  government 
should  assume  the  control  of  industry.  But  we  have 
no  reason  to  believe  that  the  government  could  avoid 
errors,  or  that,  on  the  whole,  it  oould  carry  on  manu- 
faeturea  and  agriculture  more  successfully  than  they  are 
eouducted  at  present. 

3.  Another  difficulty  tliat  socialiem  would  encounter 
would  be  tho  determination  of  methods  for  dietribuling 
the  labor  force  among  the  vnriouH  employmenta.  Some 
are  much  more  pleasant  or  are  esteemed  more  highly 
than  others.  Will  it  be  possible  for  the  government 
to  apportion  tho  more  important  or  more  desirable 
positions  in  aueli  a  way  as  to  eaufio  less  disaatis faction 
than  at  present  ?  A  very  important  question  arises 
here.     By   eliminating  incompetent  persons   from  tho 
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ficM  of  com  petition  we  mann.g:e  fairly  well  at  present  to 
aeciiro  aUe  oiimagoiuciit  of  industries;  and  we  offer  tlie 
pi'oapect  of  exceptional  prorjtif  aa  a  inward  for  speviul 
iency-  Will  tho  mass  of  people  living  onder  a 
'$6ciali&tic  govorument  consent,  by  tboir  votes  or  other- 
wiac,  to  adequate  methods  of  securing  able  busine&s 
management?  Taking  mea  as  we  Und  tttem  at  present, 
this  may  wtll  ha  dnnhted. 

g  319,    Tho  main  argument  in  favor  of  soeialism  has 

always  boon  tlint  it  would  seeurc  a  more  just  distribution 

SocuiiiDGOO'  ^^  ^OJ^Ith  than  can  possibly  be  brought  about 

Bidere4vji     hy  competition.    Socialiflta  have  no  difficulty 

■elicn«  for  at  ,  ,  .  ,-      ,  ,,.*..- 

dbtrimtiim  111  ahoH'ing  that  prci^ent  methods  fall  far 
tf waJtb-  fiiioj't  of  securing  satisfactory  results  in 
mauy  cases.  But  they  have  not  always  agreed  &a  to 
what  constitutes  justice  in  distribution.  At  proaent, 
however*  eocialists  aro  inclined  to  hold  that  equality  of 
income  would  secure  at  least  approximate  justice. 
Without  diacusaing  the  principles  of  Uistribution  accord- 
ing to  merit,  wliieb  were  ad\'anec"i  by  earlier  soeialieta, 
it  is  sufficient  to  say  that  oii^uality  of  incurao  would  bo 
tho  only  practicable  plan  in  a  socialistic  rfffima.  Tho 
diJlicullics  of  havin;^  public  autliorlties  decide  whose 
merit  or  whose  need  is  greatest,  to  say  nothing  of  the 
dilTicuUy  of  indiieiii^  tbe  majority  of  the  penplo  to 
assent  to  such  decisicus,  is  a  fatal  weakness  in  am*  plan 
except  that  of  equality  in  distribution. 

Now,  from  a  aocial  point  of  ticw,  eqiiality  in  diatri' 
bittion  is  no^  desirable.  Some  men  have  far  greater 
natural  abilUies  than  otbcrs.      Society  suffers  a  sen* 
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oua  loss  wbcn  a  gifted  perBon  fails  to  secure  tlie  mcaua 
of  developing  Jiis  Bpecial  talents.  For  this  rcsson  it  is 
fiociall/    desii-able    that    Txmle   pOhseeeiiig  ^     _        ' 

E^ullQ  In 

superior  faculties  sbould  have  the  meana  of  oucribntiuit 
gratifying  them;  and  tliia  implies  that  they  "***^''"'" 
must  receive  more  than  less  talented  persona  secnre. 
Onr  present  distribution  of  wealth  may  be  fairly  criti- 
cised becaiiae  it  fails  to  aecuro  to  many  talented  persons 
the  meaofl  of  developing  tlicir  facultiefi,  so  that  they 
may  render  Llie  highest  service  tu  society.  But  aocjalisni, 
with  its  plan  for  equality  of  income^  would  be  Btill  more 
objectionable.^  Finally,  equality  of  income  would  bo 
likely  to  remove  that  stimuliis  to  iurenlion  and  enter- 
prise to  which  wo  owe  so  much  of  our  present  economic 
progress. 

Sociatiats  might  coaceivably  secure  on  equal  distribu- 
tion of  Hoelal  incomp  by  allotting  to  all  individuals  pre- 
cisely the  same  amounts    of  all  kinds   of  puQ^^^^,, 
commodities.     But  thia  would  be  an  imprac-  nMiaeivUM 
ticahle  arrangement,  smco  all  persons  would  DDdei 
not  want  to  secure  exactly  the  same  things*  •*^'*"™' 
Accordingly  socialisls  declare  that  equaUty  of  incomea 
should  mean  equality  of  values.    Then  nrlsea  the  question. 
How  shall  these  vahies  bo  determined  and  expressed  ? 

^  Som«  mctaliflt*  urge  that,  tiiidu  flocinliam,  prodii<:ti<^n  vould  ho  »u 
Iatj^  ihnt  p1]  men  voaU!  be  ftble  to  gratitj  tvery  ratLonal  ilcnirc  But 
uothijig  coulil  be  fnrthfr  from  tba  tnith-  Our  pre«e&t  prDjIncLirrn.  If 
everxEj  ciisiribi|[i>rl,  conlil  not  do  mnr^  thftn  urnm  14  ^.-omforr^Lbio,  htii 
f njgml,  liTJng  to  nil.  Unddt  iodftliem  there  n  »!iaBilant  reoma  to  ^neeiion 
v^hether  pmdactioD  ^eidd  bo  even  as  htg^  u  it  is  under  our  pieiienl 
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Soclaliata  Bay  that  value  should  depend  upon  the  "  aver- 
age labor  time"  required  to  produce  a  commodit/. 
Each  person  ebould  receiTe  Mb  income  perhaps  in  tlm 
form  of  "  labor  checka  *'  that  should  entitle  him  to  goods 
repreaentiuf^  so  mucb  lahor  time-  We  will  grant  that 
8uch  a  cempiitatioo  of  the  value  of  all  coinmoditiea  in 
torma  of  unite  of  labor  time  h&fi  been  made,  although  it 
would  be  poasiblo  to  show  that  the  diffcrcneca  bctwcea 
difFcL'ent  grades  of  labor  m^ke  it  impoaaiblo  to  reduce 
all  grades  to  terms  of  common  LuiKkilled  labor  But, 
a^Burniug  that  the  labor  unit  is  attainable,  it  could  not 
work  as  a  mejina  of  distributing  iucomes.  For  two 
goods  may  represent  exactly  the  same  amounts  of  labor, 
and  yet  ono  of  them  may  be  in  much  greater  demaud 
emong  connumera.  IF  both  are  procurable  at  the  same 
price  espressed  in  terms  of  labor  time,  then  the  supply 
of  the  most  desirable  one  will  be  exhausted  imniedlaEely, 
Supply  and  demand  cannot  bo  equalized  by  fixing 
prices  on  the  basis  of  labor  lime.  Market  prices  must 
depend  upon  the  marginal  utility  of  the  products  to  cott- 
Bumcrs,  It  is  imposBibIc  to  see  how  supply  and  demand 
can  bo  eqtialiKed  except  by  changing  pricea.  Labor  time 
'  is  an  impossible  unit  in  whleh  tu  cypress  vahiea-^ 

§  S20.   SomiLlism^    tbei'efore,  has    fatal    weaknesses, 

^^f^^«^      whether  considered  as  a  scheme  for  the  pro- 

Gomdentun.  doction  or  for  the  distribution  of  wealth. 

Those  who  favor  it  are  often  persons  of  the  highest 


^Thld  Bubject  cannot  be  fliaboraied  hero,  ^co  T^i.x.  Socinlivm  anil  Godil 
lUfanti.  S4«-24T;  ILipfjcv,  EcuDoiuic*,  93-^A;  ScuiifFLU,  Qiiuileafl«nco 
of  Socldliiiui,  77-09. 
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character,  who  are  inflaenced  by  the  desire  to  remedy 
the  admitted  evils  of  our  present  Byatem.  They  betiere 
that  BOcialLBm  would  have  IctLeticiol  moral  effects,  aud 
that  it  would  fnvor  the  growth  of  many  of  the  beet  and 
highest  elements  of  our  ciriliaation.  But,  if  socialiain 
is  an  impQssiblti  plan  for  the  production  and  distribution 
of  wealth,  we  shtiU  have  to  reject  it,  ahhough  in  many 
other  respects  it  might  offer  an  attractive  programme.  It 
may  be  well,  furthermore,  to  anggest  that  aoelalism 
would  probably  endanger  liberty  of  thought  and  action 
in  important  reapecta.  With  all  brenchcs  of  production 
ill  the  hands  of  the  govenjment,  it  would  be  difEcuU  for 
any  one  to  criticise  the  policy  of  the  public  autlioritica. 
GovernmeTit  ofEciala  would  liave  extreme  powers  of 
annoyirg  tbo^e  who  criticised  their  meaaurGS,  It  is 
doubtful  whether  a  socialistic  StJLto  would  permit  an 
agitation  to  be  carried  on  against  sociali6m,fcr  instance. 
At  present,  people  can  find  in  private  business  a  vantage 
ground  from  which  tliey  may  freely  criliciae  men  and 
meaauren.  Would  a  socialistic  government  furnish  the 
paper,  printing  presses,  postal  facilities,  and  public  halls 
necoflsary  for  fr^e  speech  and  public  discussion  hostile 
to  itself  ?  In  conclusion,  it  may  be  said  that  Booialists 
h&ve  often  shown  themselves  to  bo  useful  critics  of  tbe 
existing  economic  order.  The  student  ehould  weigh 
carefully  tbe  criticisms  advanced  by  such  writers.  While 
he  may  have  to  reject  their  principal  proposals,  he  should 
not  overlook  the  useful  portions  of  their  writinga. 

Few  people,  if  any,  would  care  to  assert  that  existing 
methods  of  production  ara  above  criticism,  or  that  our 
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present  matliodB  of  dietribution  secure  exact  justice. 
But  this  much  oau  be  affirmed :  pnv&te  eat^rpriae  lia^ 
^  ,  ,„  been  able  to  iucrGase  in  a  marked  man- 
tionof  rrivms  nor  tbfl  production  of  wealth,  and  holda  out 
iftflivw^  ^  prospect  of  continued  improveoieut ;  the 
eaicTKiM,  present  distributiou  of  wealth  has  adbacrved 
(airly  well  the  biglicat  interests  of  our  cirilization,  while 
-tbo  laborera,  who  make  up  the  must  numerous  Bocial 
clas^f  have  been  able  to  improve  constantly  their  posi- 
tion. Moreover^  our  present  ayatem  aecures  reaaonable 
opportunity  for  criticism  aud  freedom  for  eiperimonta- 
tion  ;  ao  that  it  is  poasiblo  to  trj  to  improre  any  features 
that  are  abcwu  to  be  uueatisfactorj.  Rational  criticism^ 
enlightened  puhlic  L>|iiuiou,  and  resolute  self-reliance  in 
overcoming  economic  difficultiea  seem  to  offer  the  most 
practicable  method  of  reforming  aud  reshaping  ex-lsting 
institutions.  In  some  directions  reform  may  beat  bd 
secured  by  estouding  the  activity  of  government.  Such 
cases  can  bo  dealt  with  as  they  arise.  We  should  feci 
glad  to  have  flQcialisIs,  or  any  other  persouH,  point  nut 
the  weak  places  of  the  existing  economic  order,  or  offer 
methods  by  which  improvements  can  be  effected- 
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CHAPTER  XVL 

THE   ECONOUIC   PCJNCTIONS  OF  GOVERNHBNT. 

I.   Sconomio  FuictiocLa  Performed  by  Qoveraiaaiitfl. 

§  3'2t.    Many  timoa  in  the  preceding  cliaptera  it  has 
been  necesaary  to  cixplQin  timt  tlit?  govonimont  playa  an 
imvnttiiM      important  ^Mirt  in    our  eci>nomic  life,  or  to 
i^Bof        discuse  the  adviaabiiity  of  having  Uio  gov- 
tmnMBoa,  crnmcnt  perform  some  economic   fonctioa 
rather  tlian  leave  tt  to  private  ciiterpi^Jae.     Moat  |irac- 
tical  economic  qneations  mvolve  directly  orimlirectly  the 
4|UCBtion  of  ^verDtnoutal  activity  in  economie  affaira. 
This  Eubjoct  cannot  bo  avoided  by  tho  economist,  even 
if  ho  deBirea  to  do  fio,  and  it  vill  be  desirable  to  con- 
aider  this  topic  at  this  jroiiit  before  commencing  the 
study  of  public  cxjteiiditures  and  rcreuuee. 
TbiKKumLc  §322,    It  will  l]e  well  to  ftuiiim:iri/n!  the 

fnuUDuutn-    various  economic  fnnctions  which  we  bave 

lU^peTTonnH 

tjimnmoBX.  found  to  bo  excrciaed  by  governmcuta  at 

tho  present  time, 
Fir&t,  govcrnraenta   aim   to  protect   persona  an(3  to 

maintain  order,  Thon  they  define  and  protect  fho 
FfluduButai  >'>gl'ts  of  property  und  contracL  Pcrsonftl 
rliMi.  freedom^  private  projjeJ-ty,  and  the  right  of 

contract  are  fundamental  elements  in  our  oconomit;  life- 
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Id  order  to  SQCuro  the  beat  rcDults  in  lEduatrial  lifo, 
modem  goTernmerits  guarantee  iodiviclcala  the  enjoj- 
ment  of  certain  |trivilegeB»  Patent  rights,  Cuirtiitoc* 
trade-marks,  and  eopyrighfa  are  privileges  »^^'"««* 
granted  in  order  to  atimulate  tlie  genei-al  activity  of  the 
people.  Moreover,  governments  allow  individuals  to 
enjoy  much  freedom  in  the  eatabliatimcnt  of  inthiBtricB- 
Thia  privilege  is  restricted  when  the  gorermnent  qa- 
fiumea  the  management  of  odj  enterpriser  or  regulates 
the  conditions  upon  which  individuala  raay  carry  on 
any  business. 

In  the  third  place,  tha  government  regulates  the  terms 
of  competition  in  eomo  cases  where  evil  results  would  be 
produced  on  acconot  of  the  unequal  strength  K«eDUUanDr 
of  different  individuals.      Laws  regulating  *^««'^o' 
the  labor  contract,  regulating  rates  of  inter-  compctuiaa. 
est,  regulating  freight  rates,  or  providing  for  the  iuapec- 
tion  of  food  products,  are  examples.     These  laws  limit 
nominal  freedom^  but  may  increase  the  real  freedom  of 
ludividuala  in  manj  caeeH. 

Oftentimes  governments  participate  in  private  enter- 
prises.     Such    participation    occurs   when   Bubaidics  or 
bounties  arc  bestowed  by  the  government  on  rDtsejfAt]D& 
private  enterprises.     Tbeso  have  taken  the  ^!J!Ji^^™* 
form  of  gifts  of  laud  and  money,  aa  lu  the  entctpiua. 
United  Slates,  where  millions  of  acres  of  land  and  mil- 
lions of  dollars  of  money  hare  been  given  to  aid  railroads. 
Sometimes  the  subsidy  may  take  the  form  of  a  loan.    Pro- 
tective duties  are  another  case  where  the  government 
gives  aid  to  private  enterprises,     Again,  for  woilca  of  ft 
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nemi-public  character,  in  vhich  private  oaterpriaea  must 
use  public  atrects,  or  must  secure  a  right  of  way  iLrough 
private  property,  the  government  gr&ots  franchisQA  to 
iudividLifils- 

Finally,   gqvernmenta  carry  on  many   uaofut   public 

works,  designed  wholly  or  in  part  to  promote  iiidiifltry. 

ltc»adB,  scwcrfl,  parka,  harbor  hnprovemcnta, 

AilmlnliCn- 

tioaoCuefiii  couflLilar  Borviccs,  collections  of  statistics, 
'"  *  ■  lightLouseft,  dikes,  coinage  of  moaey,aanitary 
provisions,  educational  facilities,  postal  faeilitiee,  wat^^r 
works,  gas  and  electric  lighting  works,  street  and  stoam 
railways,  and  telegraph  and  express  facilities  aro  ioapor- 
tant  eKamples.  Some  of  these  enterprises  could  not  or 
would  not  be  carried  on  by  private  individuals,  because 
the  benefit  to  the  public  is  intangible  or  indefinite,  and 
no  sufficient  return  could  be  secured.  Others  might  \te 
left  to  private  enterprise,  and  actually  are  conducted  by 
private  individuals  in  many  cases. 

§  323.   Prior  to  the  present  century,  the  govemmenta 

of  Europe  had  long  endeavored   to  control  nearly  all 

DUudvoi    hrancbca  of  ooonomtc  activity  in  an  c^ctrcmo 

BTiTiewioi    degree,'     This  was   done   from  tiie    theory 

fnutiuuaf     that  private  cnterpnse  is  unable  to  acoom- 

'*'"^™**"'"    plish  many  things  that  society  needs  to  have 

done,  or  from   the   theory   that  there   U  a  neceeson 

antagonism  between  private  and  public  intereata.    Thus 

it  wae  thought,  in  the  first  cosCf  tlmt  a  nation   could 

1  KeuljT  t^o  samR  thin^  y/%t  Cru<  !□  TUoat  of  Elie  Amnrii^aa  olonW 
The  Honomfc  IITh  cjf  ike  people*  u  well  u  LLelx  aodal  and  moral,  wom 
thengbt  M  Dttkd  coutbtUAl  r«£iilfttioiu 
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B6GtirG  a  BuHjcieiit  BliK^k  of  money  only  bj  reguln-tiitg 
foreign  commerce  so  as  to  make  exports  e]LCeed  iinporU 
continually.  In  the  eecond  caee,  it  w&8  belicred  that 
bugiTiees  men  &ro  Likely  to  make  tlicii'  profits  at  tlio 
expense  of  tho  commuiLity,  and  that  I'Cetrictive  laws  turn 
neccflsarj  to  prevent  this.' 

Ill  file  year  177fi  Adam  fluiith  puLliHlied  hia  "'  Wealth 
oF  NuUotifl,"  combating  vigoroiwly  the  restrictive  |Jolicy 
of  European  gopernmcnta,  H*?  showed  that  jtj,„?i„nh> 
private  individaals  could  acquire  large  profitfl  ^^"^■ 
by  BupplyiDg  Bomo  real  social  need ;  and  that  men,  in 
pursuing  tlieir  own  personal  intercata,  were  commonly 
increasing  the  wealth  of  the  eociety-  Moreover,  ho 
proved  that  many  of  the  rcfltrictions  placed  upon  priirate 
enterprise  resulted,  not  in  furthering  Bt>eial  hitereats,  bnt 
in  preventing  men  from  Berving  each  other.  fTe  argued 
moat  ably  that  tho  deaire  of  men  to  promote  tlielr  indi- 
riijual  InterestB,  by  eBtnhlishing  buBinf^aa  onterprisea  and 
trading  with  their  follows,  wonld  usually  produce  re.suUd 
beneficial  to  society.  He  urged  that  tiie  true  way  for  a 
nation  to  become  rich  ia  to  leave  its  citizens  free  to  con* 
duct  buaineaB  sta  they  deaire. 

Partly  tlirough  the  influence  of  Adam  Smith,  partly 
through  ether  causes,  modern  thought  has  favoj'ed  the 
view  that  individuala,  in  seeking  tiieir  own  economic 
int^^rosta,  arc  regularly  promoting  tho  welfare  of  society. 


^  TtcH  ibeoKea  fonn  i  body  of  econamlc  doctrloes  kDovn  ao  meixau' 
tilvm^  Thsy  hnve  HtmatimH  been  condemned  too  aS«iIdtf?|j  by  mn-lpni 
MDDomijEM.  5»  5ciiMOLLiia»11ie  Mercuitile  Sjitbeiu  (eiiltcd  by  AsUey), 
far  ■  mon  favonble  vi«w  ct  aiercobtiliBia 
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For  thiB  reason  many  of  the  old  restrictioua  upon  tlia 

eBUibliBhinont  of  industrieSi    upon    foreign   commercG, 

upon  the  movements  of  moncy^  upon  the  I'ela- 

viemof        tions  o£  laborers  and  employers,  vrtvQ  abol- 

j;;^^^  ifilied  during  the  fimt  balf  uf   tUy  prcaeut 

"UJiKi        century.     Many  people  were  led  to  the  bulief 

that   goi'Grnmcnt  should  have   as   little    to 

do  with  eoonomic  matters   na  posBibk  ;   and  held  thut 

'^ LaUitz  /aire,  laUitfs palter**  or  " leave  things  free  to 

take  their  own  course  "  expresses  the  policy  that  should 

he  follou-ed^ 

But  tiie  old  reetrictions  upon  industry  were  do  sooner 

removod  than  peoplo  felt  obliged  to  resort  once  more  to 

tocda  fnim  ff^^*^''^^^''^!   aclion    to    rcmcdy    disorders 

ibfr"UiBH£    which  ffcrc  found  to  csiat  in  modoru  eco- 

^'^'  noinie  life-    Factory  acts  and  laws  regulaLiDg 

corjiomtiona  are  instances  of  anch  action.    More  recenlJy 

governments   have   begun    to  aesurae  tlie  management 

of  enterprisee  that  arc  natural    raonopolios,  while   the 

demand  is  made  that  more  industries  eball  be  brought 

under  governmental  control  or  ownership*     This  raisea 

one  of  the  most  pressing  economic  pi-obleuis- 


\'L   EKaminiLtton  of  Modetn  Theoriea  of  GoTemmontal 

Tanctio&ap 

§  3M.  To  the  question  of  the  proper  polfcy  for 
DiiftmiM  government  to  follow  in  respect  to  iodustry, 
aatuTaw*-  "^^iiy  <J'ffc'^>it  ^^J^s^'^''*  ^^^  given.  It  will 
tioo.  he  helpful    to    classify   tho    Tarioaa    yibwb 

advanced. 
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J  325.  Keri^T  ^^  elsewhere,  the  annrchigU  answer  t.liut 
goi^erniDcnt  meaua  eanti'ol,  and  control  ia  evil,  in  and  of 
itself;  so  that  Iha  only  proper  policy  is  to 
aboliah  all  goverumcTitj  and  to  leave  indus- 
try to  the  YoluEtary  actions  of  individuale-  But  no 
anarcbiet  boa  ever  been  able  to  picture  a  society  orgon- 
ixed  without  any  coiUroI  of  cue  peraon  by  others.  For 
all  anarclLtats  admit  tbe  uei^essity  of  semiring  cummon 
action  by  groups,  or  voluntary  associatiouB ;  and  when- 
ever conflicts  of  intereaC  should  arise  between  groups, 
the  stronger  must  control  tho  weaker.  Thercioro 
anarchism  U  as  illogical  as  it  is  impossible. 

§  326.  Extreme  individualists  resemble  the  anarchiste 
in  conaidering  govGrtimoat  an  evil.  But  they  regard  it 
as  a  necessary  evil;  nceeaaary  becsiuae  of  the    ^j^r^^jn. 


imperfections  in  man*s  moral  nature-     Men    ^^^' 

'  tHUednpoil 

sJiouId  be  left  free  to  do  as  they  please,  so    ^*ii«ibi»i 
long  as  they  do  not  interfere  with  the  equal 
rights  of  others.     Government  should  do  nothing   ex- 
cept prevent  such  intcrferenco  by  one  person  with  the 
equal   rights    of   others.     If   men    ever   become  moral 
enough  to  refrain  from  molesUng  each  other,  government 
will  no  longer  be  oecesaary.     For  the  present,  govern- 
ment should  protect  persons  and  property,  and  enforce 
contracts  voluntarily   mode   by   sane   adults.      Beyond 
these  "police  powers"  no  wise  government  should  go- 
Extreme  individualism  ta  said  to  be  based  ciitict„no( 
npon  the  '*  natural    rie;hta"  of  man.     Tlie  "traneinii- 
principle  that  "every  man  is    free  to  do 
that  which  he  wills,  provided  he  infringes  not  the  equal 
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freedom  nf  ^ny  other  man'*  is  «aid  to  1[>e  a  reTelation  of 
vliftt  IS  naturalty  right.    But  men's  Ueaa  of  what  is  ruit- 

uralli/  right  iiilTer  bo  widuly  tlint  mofit  (wople  have  come 
to  diatniat  the  reliability  of  such  revelations,  Ncarij  all 
competent  writers  agree  that  our  notjona  of  rights  aro 
bnsed  upon  considerations  of  the  good  or  eril  efTccta  of 
our  actions  on  stjcicty,  that  is,  upon  social  utility.  As- 
serting that  a  tiling  {»  u  nn.tiii-a]  right  is  nierel;^  one 
way  of  advancing  n  pergonal  opinion  of  what  is  socially 
desirable,  without  BO]rportiiij^  the  claim  by  arii^nnienld, 
Therefore  wo  conclude  that  extreme  individualism  can 
be  defended  solely  by  showing  that  it  leads  to  the  bc»t 
results  when  put  into  practice.  Now,  an  a  matter  nf 
factj  nobody  has  ever  biifin  able  to  put  it  into  actual 
ractice ;  and  we  are  justified  in  claiming  that  it  ia  an 
Bpoaaiblo  theory  of  ^OTernmontat  action. 

§  3'i7-  Most  individualistfl   have  recognised  that  the 
rightfl  of  individuiils  and  tlio  fuuctionR  of  gov^moient 
indiTtduium   L'an    he  drtcrniincd    sokly  by   considering 
Kcneniwd-     what  is  most  iisefiil  to  society.     Mostecono- 
rutofncktj.  mists  at  the  present  day  hold  such  a  view, 
Tlicy    bclievo  that  the  pcnei^al    pood  of  society  la  Uie 
end  of  all  ecououiic  organization,  and  that  government 
should  extend  kt«  functions  into  any  field  of  economic 
activity  where  the  heat  results  can  l>c  secured  from  such 
a  policy-     But  they  believe  that  in  movt  eaift  the  gen- 
eral welfare  is  best  promoted  by  leaving  to  the  individ- 
ual a  large  measure  of  freedom.    They  believe  in  indl- 
Ividual  enterpvifte  as  the  rule  for  econoiuic  activity,  but 
favor  governmental  action  whenever  it  can  secure  bet- 
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ter  rcsutts  ld.  tho  long  run.  Views  of  this  eort  can  be 
charfLctcrizcd  aa  modera,te  indiriditaiJsju.  TIjc^  are  well 
stated  by  Mr.  Mill  in  the  following  words :  — 

*'  But  enL>ugh  hns  been  waid  to  show  tliat  fhe  admitted 
functions  of  government  GUibrace  a  [uach  wider  field 
than  can  easily  be  included  within  the  ring-fonce  of 
any  rcetriotive  definition,  and  that  it  is  hardly  possible 
to  find  any  ground  of  jiistiticatiou  common  to  them  all, 
eicejit  the  comprehensive  one  of  general  expediency ; 
nor  to  limit  the  interference  of  government  by  any  uni- 
versal rule,  save  the  sicipTe  and  va^ie  one,  that  it 
should  nover  be  admitted  but  when  the  case  of  expe- 
diency is  strong." 

Individ ualiata  of  this  class  support  their  claim  that 
individual  freedom  leads  to  the  beat  results  in  most 
casea  Ly  the  following  arguments: —  DedUEdwn- 

1-  They  urge  that  private  individuals  are  iwcnLioMof 
likely  to  know   their  best  interests   better  or individui- 
tbttu  the'  government  can  know  them,  and 
that  there  ie  usually  no  antagonism  between  private  and 
aoeial  interests.     Whenever  this  is  found  not  to  hold 
tme,  governmental  action  is  proper.     Many  cases  can 
be  eiiunierated  m  which  individimls  do  not  know  their 
true  interests,  while  in  many  instaiici'S  there  may  he  a 
direct  apposition   between    private  interest  and    puhlic 
welfare.     But  individualists  hold  rightly  that  tlie  rule 
is  the  other  way- 

2,  IndividualiaU  arguo  that  a  private  entrepretxtur 
boa  a  greater  personal  interest  in  the  success  of  his 
nndertaking  than  government  officials  often  feel  in  pot^ 
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lie  eoterprisea.     Furthermore,  corrupt  adminiatHration  \a 

lirtble  to  creep  intd  piiUic  afFalrs.  This  ar^rument  is 
easily  csnggOT-ated,  and  it  is  to  be  expected  that  im- 
pi'OPGi]  political  metlioJa  may  continually  decrease  the 
abiiaca  of  publio  ftdmiDiatratioa.  Yet  Bomothtng  must 
be  conceded  to  the  stronger  intcrcat  and  greater  iii- 
duoamenta  to  efficiencj  experienced  in  much  private 
industry, 

3.  TLtdividiinliata  notice  that  whon  governments  carry 
on  business  undertakings,  they  may  fall  back  upon  taxa- 
tion as  a  means  of  making  np  possible  deficits^  If  a 
private  ontorpriao  is  poorly  managed,  the  undertaker 
vill  incur  constant  loaa,  and  will  be  driven  out  of  bnsi- 
ncBs  finally.  But  gOTernment  enterprises,  if  badly  ad* 
miniatercd,  may  fnll  back  upon  taxation,  in  some  form 
or  other,  to  make  vp  the  deficits-  Hence  un  inefficient 
public  nndeitaking  which  incurs  constant  loss  may  not 
be  eliminated  from  the  Held  of  industry,  as  is  the  caao 
with  private  ontcrpriaea. 

4.  Finally,  individualists  believe  that  freedom  in  eco- 
nomic afTjiirs  has  a  great  educational  inflLicnce  uj>on  tho 
people  of  a  country.  The  ejEperience  of  private  husi* 
neas  management  ofton  furnishes  a  valuable  training  ia 
many  important  directions.  Moreover,  it  is  higlily  do- 
Birablo  that  a  people  should  bo  vigorously  aolf-reliant, 
and  should  not  bo  habitually  dependent  upon  govern* 
meuLal  action  in  too  mimy  things.  Two  quotations 
from  Mr.  Mill  will  serve  to  emphasise  these  points: 
"A  people  among  whom  there  is  no  habit  of  sponta- 
neous action  for  a  collective  interest,  who  look  habit- 
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uBlly  to  their  government  to  command  or  prompt  them 
in  all  matters  of  joint  concern — who  expect  to  have 
everything  done  for  thcm>  except  what  can  bo  mEidc  an 
affair  of  mere  habit  and  routine  —  haro  their  faculties 
only  half  devploped ;  their  education  la  defective  in  one 
of  its  most  important  branches."  ^'Tt  is  therefore  of 
supreme  importance  that  all  classes  of  tlie  community, 
down  to  the  lowest^  should  have  much  to  do  for  them- 
selves; that  as  great  a  demand  should  bo  made  tipon 
their  intelligeucc  and  virtue  as  it  is  in  any  respect  equal 
to;  that  the  government  tihould  not  only  leare  as  far  as 
possible  to  their  own  faculties  the  conduct  cf  whatever 
concerns  themselves  alone,  but  ithoold  sitfTer  them,  or 
rather  encourage  thom^  to  manage  as  many  as  possible 
of  tbeir  joint  concerns  by  voluntary  cooperation ;  since 
this  discussion  nnd  management  of  oolloetivo  interests 
16  the  great  school  of  that  public  splnt,  and  the  great 
source  of  that  intelligence  of  public  affairs,  which  are 
always  regarded  as  the  distinctive  character  of  the 
public  of  free  coimtriea/* 

Among  the  economista  who  might  be  called  individ- 
ualists of  this  class  tbere  aro  conBiderable  difTorenceft 
concerning  the  exact  esteiit  of  the  functions  rinertoew 
that  they  deaire  to  see  osereiscd  by  govern-        "^ 


mont>  Some  of  them  approve  of  govern-  '^'**' 
mental  action  in  many  more  cases  than  otliers.  A 
second  point  of  d[f!Fereiice  is  found  in  tlie  terms  used  1o 
describe  governmental  action.  Those  who  are  inclined 
to  restrict  it  often  refer  to  "governmental  interference 
in  industry/'  and  speak  of  it  as  a  necessary  evil  rather 
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than  ft  poftitive  good.  On  tha  otber  bsnd,  those  econ- 
omiatB  who  favor  &  certain  extension  of  State  activily, 
do  not  bcailnte  to  nffirm  thut  government  ia  a  necessary 
anil  benefiocnt  factor  in  economic  as  in  other  depart- 
nkL-nta  o{  social  life. 

§  328.  The  riewa  held  bjr  socUliata  concerning  the 
functionfl  of  gorcnitiif'nt  do  not  need  debiilod  dlscnaston 
Tuevitwiof  ^^  ^^^*  chapter.  In  general,  eocialists  hold 
UBBcuiiaii.  that  individual  freedom  and  enterprise  in 
economic  ofTaire  usually  lead  to  harmful  results,  ao 
that  the  socialiniig  of  r.11  branches  of  indnslrj  ia  the  true 
policy  for  the  govcrumcnt  to  pursue.  Socialists  aim  at 
tlie  same  end  that  the  secotid  cl&sa  of  indlvidiialiate 
have  in  view,  tlie  gnncral  good  of  aociety.  They  differ 
from  the  indivi dualists  in  the  methods  of  secuHag  their 
desired  end. 


H^  The  Several  FnnctioDB   of  Ooveroment  Considerad   from 

Ulc  Point  of  View  of  IndiTidxiapLism- 

g  329.  The  author'a  belief  has  been  that  individual  iste 
ire  right  in  affirming  that,  in  most  economic  affairs, 
Ttiai  ti  ricw  'ndividiml  enterprise  and  freedom  aecnre 
oiuuiivvit.  results  tliat  are  most  beneficial  to  Bocicty. 
But,  in  those  cases  where  individual  enterprise  is  impoa- 
aible,  or  where  freedom  produces  evil  results  that  con 
be  obviated  by  social  action,  there  ia  a  larprc  and 
hoportaut  fieid  where  governmental  activity  is  bene 
ficctit  (lovermnentB  should  be  viewed,  therefore,  a»  a 
nftefiil  and  ri-ceasary  agency  for  accomplishing  purposes 
for  which   individua!    froedoin   or  iniliati^^e   is   inado- 
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quatc»  From  thia  point  of  view  it  is  proposed  to 
examine  bnef]j  tlio  differecres  of  o|>iiiio]]  extntiag 
among  indivUiuiliets  cnnceining  each  class  of  functiona 
exercised  by  governmcuta, 

§  330.    In  our  ctABBifioattoii  of  the  economic  functions 
of  gOYOrnment,  the  dolinition  and  enforcement  of  tlio 
rights    of    peiWDns,    property,  and   contract  Tncffrtitjiji 
were  placed  firat.      Economiats    agree  con-  oi<ovpiniiKa- 
Cerning  the  ntility  of    these    functions    of 
government.     It  will   appeur,  however^  in  the  following 
fmragraphs  tliat  there    are    differences    of  opinion    in 
regard  to  the  ostont  to  which  propeHj    and  contract 
rights  should  bo  recognised. 

§  3S1.   Concerning  the  general  oipcdicncy  of  govern- 
mental grnnta  of  such  privilegcfl  aa  patents,  tradc-markA^ 
and    copyrights,    economists    are    Bubatan-     rt^^caa^ 
tially  ag!-eed.     Yet  a  very  Large   number  of     cuat&f 

terg  have  called  attention  to  abuses  con- 
fiGcted  with  these  rights,  and  have  deaii-ed  a  raore  carefcl 
definition  or  restriction  of  such  privilogoa.  General 
freedom  in  tho  establishment  of  industries  is  not  called 
in  question  except  in  special  cases.  These  exceptions 
are,  firtt^  induHtrieH  where  it  is  im]>ortant  that  jrfrraonB 
eiif^Hng  thiMn  nhmild  have  atL  adequate  pi'eparation, 
8uch  na  professions  and  skilled  trades;  and  9er.tmdj 
natural  monopolies  where  attempted  competition  refiulls 
in  neodless  duplication  of  plants, 

§  382.  Few  will  deny  that  governraont  should  equal- 
ize the  terms  of  competition,  wlien  there  is  very  serious 
inequality  between  the  contracting  parties,  and  when  it 
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\B  clear  tliat  governmental  regulation  will  remoTe  the 
oviU  that  uriHC  from  Bucli  inequality.  Economtsta  hold 
Tfte iBira  ciiM  ^^ifferijnt  viovB  coQcernmg  the  expediencj 
oiftiftcuoB*.  qI  flome  IcgiBlation  in  regulation  of  coni' 
pedticn,  bccniise  they  differ  &b  to  the  extent  of  the 
Inequalities  between  the  two  parties,  or  because  the/ 
doubt  the  eflficicnej  of  the  romediea  proposed,  or  beraiuse 
they  believe  that  the  contemplated  restrictions  will  have 
worae  aocial  oltecte  than  tbo  evils  which  it  ie  desired  to 
cure,  Wjeo  factory  logisUtion  and  a.  reasonable  control 
of  railroads  and  local  monopolies  are  favored  by  most 
eeonomifitB. 

§  333.  Flcooomiata  ore  not  inclined  to  favor  bounties, 
aubflldiea,  and  protective  duties.  Such  meaaures  mean 
aiding  Bome  induatrioa  at  the  expense  of  all 
taxpaycrB  or  oonBumorfl.  This  can  be  jugti- 
lied  only  ^rhen  the  public  neccaaity  or  social 
utility  of  the  favored  mdufltry  is  extremely  prpat.  More- 
over, BNch  a  policy  tends  to  corrujit  polities,  and  to 
produce  many  ab^iacs.  On  the  other  iiand,  many  buai- 
neas  men  who  stoutly  oppose  governmental  regulation 
of  corporations,  of  the  labor  contract,  or  of  freight  rates, 
on  the  ground  that  government  ought  ni>t  to  mcvldle 
with  private  business,  are  very  willing  to  favor  bounties, 
subsidies  to  railroads,  and  protective  duties.  Concerning 
the  rjuegtion  of  fifiiicliises,  it  may  be  said  that  economists 
hold  that  valuable  privileges  of  this  sort  should  he  paid 
for  by  the  individuals  who  receive  them,  while  the, 
public  should  be  guaranteed  good  eervice  at  reaaoaable 
taks. 
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§  334.  The  kst  class  of  governmental  functions 
includes,  as  ^aa  showtt,  two  fairly  scpni^tc  ckesea  of 
useful  public  work s»  Roads,  sewers,  Imrbor  TmuittdHi 
iiuiirDV^ments,  ilie  publication  of  atatistica,  orhmcdoai. 
the  maintenance  of  light-lioiiscB  and  dikefti  Uir  roiiin^re 
of  money,  sanitary  precautions,  and  public  education 
arc  undertakingB  in  which  private  enterprieo  has  bi'cn 
proven  to  be  inadequato  or  productive  of  bad  rcBults. 
No  one  but  aaarcliista  [xnd  c:^trcnic  individualists  would 
object  to  the  policy  of  our  present  government  in  pro- 
viding these  public  works.  But  there  is  a  doubt  aa  to 
the  ex|jedieiicy  of  having  the  government  undertake 
ether  works  that  might  conceivably'  be  left  to  private 
enterprise. 

It  18  said  that  the  gas  and  electric  li^ht  induetncs, 
steom  and  street  railroads,  and  the  tclcgcaph  and  ex- 
press buaineases  are  suitable  fields  for  private  GflTcnunentai 
enterprise,  and  that  governments  should  i»dp»tri*i 
not  interfere  with  them.  Tha  student  will  "^"ruwat^ 
understand  that  the  question  of  the  advisobility  of  pub- 
lic or  private  management  of  these  industries  [s  solely  a 
question  of  social  utility.  This  will  be  made  clear  by  con- 
sidering that  many  people  who  oppose  public  ownership  of 
these  enterprises  favor  the  national  ownership  of  the  post 
oE^ce  and  municipal  okvuer^iliip  of  water  works.  Tliose 
who  favor  public  enterpnae  in  these  fields  do  so  because 
esporience  has  shown  that  all  tlieso  industries  inevitably 
become  monopolieSj  and  they  prefer  public  to  private 
monopoly.  Those  who  oppose  sueh  a  policy  must  admit 
the  tendency  t^  monopoly  in  those  Hues  of  buBinesB,  and 
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muat  show  that  private  management^  cither  with  or 
wiLliout  govern  me  ntivl  coiitnjl,  cim  assure  the  best  re* 
bilUh  In  HOfiirU^  Afi  a  itiatU*r  of  fact,  all  ai^nmcnU 
coiiBciotiflly  or  uiiconttciousij  come  to  precisely  thU  |>usi- 
tiuQ  aoouor  or  later. 
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CHAPTRR  XVTT, 

G07BRNUENTAL  EXPEn^DlTtntBS  AltD   EViYEUUEQ. 

I.  Pablte  Exp«iditiiroB. 

§  335.  In  order  that  governraenta  maj  eserciae  tho 
functions  that  liive  juat  been  described,  it  is  necessary 
that  the/  should  be  able  to  command  tbe 
men  and  tbc  commodities  that  are  con- 
Btaiitlv  required  for  tho  public  service.  In  modem 
countriee  governments  supply  thcae  needs  hj  collecting 
sums  of  money  that  can  be  used  for  hiring  publlo  offi- 
cials and  juircliJiHing  commixlities.  Thfi  ecfmomist  is 
obliged  to  study  witb  care  tltc  uiiinner  In  which  personal 
seridcea  or  material  objects  are  thus  aecLired  for  the 
satisfaction  of  the  public,  or  collective,  ivants  of  sooidty. 
This  branch  of  study  is  of  such  iniportance  that  it  has 
oftea  been  accorded  almost  the  position  of  an  indepen- 
dent science,  and  tJie  name  Public  Finance  has  been  ap- 
plie<l  iiii  that  department-  of  economic  investigation  which 
deals  witJi  p)vernniental  expenditures  and  revenuea. 

§  336,   The  objects  of  governmental  expenditure  are 
BO  multifarious  that  it  is  extremely  diflietilt  to  group 
them  in  a  simple  and  logical  classification,  ^L^ifl^j^,^ 
but  a  brief  survey  of  tlie  various  functions  orpniiu*"- 
enumerated  iu  the  last  chapter  will  indicate 
the  chief  Items  of  publio  expense.     In  tbo  limited  S[jace 
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hi  our  dispoBal  it  will  be  advisabls  to  attciEipt  nothing 

more  in  the  ^aj  of  general  class! fieation,  and  to  de?ote 

our  attention  to  tlie  expeudiiurea  uf  onr  nationali  etale, 

and  local  governmenla  in  tlie  United  States. 

„    ,         ,        In   1890   the   federal    censua    stated   the 

iturwmrhB    total  expenditures  of  our  national, state,  and 

IogqI  govornmcnts  03  followa  ;  — 


Suifliftnd  territorifli,  eKCopt  fc>r  pnbUo  contmoD 

7T,IOft,ftll 
111,675,4(11 

139,005,637 

CouiHitB,  i.'TCCpt  for  pjblic  common  flchooU    •    , 
Miiniciitalilicfi,  except  for  public  uommoa  Bchools 

It  will  be  seen  that  the  expenditures  of  the  federal 
government  formed  tliirtj^-nine  per  cent  of  the  total, 
aud  that  those  of  the  states  and  territories  amount<*d 
to  onl^  nine  per  cent;  while  local  expend iturea,  includ- 
iog  tboao  for  public  schools,  made  up  lifty-two  per  cent 
of  the  total  cost  of  government.  In  1860,  the  expenses 
for  national  pni-poaoB  amounted  to  forty-nine  per  cent  of 
the  total  outla)^,  and  it  is  evident  that  there  haa  been 
a  marked  increase  since  that  time  in  the  demands  which 
local  governments  have  made  upon  the  public  resources. 
The  same  tendency  can  be  obsorvod  in  other  countries, 
nnd  such  a  preponderance  of  local  expenditures  is  duo 
to  the  lucrcasiLg  number  and  cost  of  the  services  which 
tlie  local  political  units  render  to  their  citizens.  The 
iBtatcs  occupy  a  position  of  relatively  minor  linauclal 
itDportance ;  but,  in  some  cases,  there  has  been  a  marked 
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mcrenae  in  their  expenditurea  in  recent  yeara,  TIuih,  in 
New  York,  the  atate  government  csjiondod  $13,076,881 
in  1890,  and  $20,020,022  in  1898.  This  increase  has 
been  due  to  the  assumption  of  nev  branches  of  puhlic 
administration,  etieh  as  the  care  of  the  insane;  nud 
other  statc»  arc  manifesting  a  disposition  to  eulargo 
their  epherea  of  activity. 

During  the  fiscal  year  1897,' the  net  ex-  rcdcnid^^ 
penditures  of  our  federal  government  were 
as  follows  I  — 


IntaresL  aa  public  debt  <    ■ 

I'enBLonk    -..     ^--.    •■■■.•.. 

DeputmenU  of  Wnr  tnd  NaTf'     .-...- 

Defioieacj   (if  poilal   revenue  aoi  other  poatal 

expenses     .     ....>_,,»,,.. 

All  DtlmrCXpCQAM 

Total 


W7.731.110 
lJUO^,Kfi 

13,621.37* 
101.2O1J13 


^^b,llA,lb% 


During  this  year  the  Poat  Office  Department  apent 
8D6,286,O00,  but  882,666,000  of  thia  amount  was  met  by 
the  postal  reventiea.  Only  the  deficiency  of  $13,621,000 
is  included  in  this  atutcmerLt  of  the  net  expendituree. 
The  Erst  three  items  in  our  table  represent  alaiost  en- 
tirely our  eipenaea  for  railitary  purpoaca,  past  and  prca- 
ent^*  and  they  amount  in  the  aggregate  to  $250^948,000. 

1  Thu  year  wm  wlodtod  m  preferonca  to  1858,  ainco  the  cunJiiiona 
t^cD  prcrailtuji^  ireie  moiv  ucotIt  oarmol  ttuui  ihow  atlubding  Hid  pc^rloLl 
of  the  war  with  Sp*lii- 

'  Tliifl  ifl  astJiiaivatif  ?13,Gfla,000  espeiiJed  unJortho  TVarDcpMti&pn* 
for  improvGRiflfit  of  rivcra  uid  hnrbora.  T[jb  ^nm  is  included  m  tUe  Uii 
itenj  cjE  the  lablc. 

■  Of  conrafl  a  pari  of  ths  publk  debt  tins  been  rortrjuted  ic  rec^Dt 
f*in  for  other  Clt.'iQ  militJir;  expebHB,  uid  tba  iuCoreBt  bhns  accniiig 
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ThEa  is  more  tbaii  tviee  the  tolAl  e^tpcnditurc*  of  Llie 
fc<J«rai  govenimect  for  oil  other  purposes.^  The  aiuomit 
paid  in  1S97  for  pensions  alono  was  g'n^t^^r  Uiaii  th^ 
entire  cost  uf  onr  public  schools  m  tbe  year  IHdi). 
tkcklcsa  [)OE]&ion  legislation  hna  inoroased  tlii^  outlAto 
for  this  purjMwe  from  «80,2S8,000  in  the  j'car  1888  lu 
«147,45i000  in  1898.  The  lest  item  iti  our  labk*  re\>re- 
suntH  lie  expnaa  of  adtiiiTiiftttiniig  jtistice,  improving 
rivirra  ftnd  harbors,  maintaining  CongreBS  aud  Uio  prnj- 
(lent,  and  conducting  tho  departtnonta  of  the  TrcWDij^ 
Interior^  State,  JuBtico,  and  AgriciiUurc. 

In  181*0  the  total  expenditure  of  the  state  and  local 

gOTcmments    was     placed    h^    tlie    census     at    abuut 

■titt«Bdiaai  S.'Snp.OOOjOOO     The  principal  objecta  of  ex- 

expadltuH.   j^jyQQ  ^^j.f,  Qg  follows  :  — 


9l4C.5AS.lt& 

40,640.1 3» 

3CU«4,3T6 
IH,73I,383 
lfl.43S.830 
12X81.414 
11,MS,78D 

Ciinamtction  tml  matntcDtnf*?  at  public  buiMlngt 

■liouli]  be  d&ilaTtoil  ftotn  any  netinitU^i  of  niililnrr  outlavi.  AW  ih*  t*- 
ptiKJiLntca  attributed  to  the  Wu  auiJ  f^Jtvj  I>«paTtiiietaLi  uicluJa  »u(ew 
nimiir  iieiBi  iii^i  nro  not  miltiarj  fistpeiiRe*^  Hut  It  1«  not  pwaible  lu 
wpanto  thue  ffom  tbo  otlier  fiTpaiiH*  of  thoH  JejuFCmviila. 

^  Id  thia  rodp«t  tho  Va'iteJ  8laMu  doea  nol  iliffer  imin  QtJi«r  comitiio^ 
for  A  TPTj  tiigH  proportjun  of  iiiitLPiiiJ  eipeiitlitnm  1»  GvftrjrithpM  l^ 
qiiirnd  ftir  nLiUtfLry  pDrp<i»cfl  ut  for  mtoruu  on  public  debts  MAttvcMd 
prindpallj  for  lbs  proHcntlon  of  «us- 
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Tbe  student  can  most  advantageously  cupploment  theae 
gmief^l  data  taken  from  tho  federal  ceneua,  bj  a  study 
of  the  tiDoncial  reports  of  hia  town,  county,  or  state, 
Jndeedj  such  iavestigation  ahoiild  accompany  clusa-roora 
work  with  both  public  expenditures  and  public  revenues, 
§  337.  In  all  couutries  govenimeutal  ospeaditures  are 
increaaing  in  a  marked  degree.  Between  IHW  and  1890, 
the   national  expenditures    of   the    various  ^  ^  ^ 

^  Tat  ETovib  of 

Btat^  of  Europe  rose  from  four  to  eleven  panucea- 
dollars  per  capita,  and  the  rate  of  growth 
waB  even  more  rapid  in  the  later  than  in  the  earlier 
dccadce  of  that  period.  In  the  Uulted  States  federal 
ezpenditures  rose  from  Stl,42  to  85.07  per  capita 
between  1840  and  ISOO,  and  the  budgcta  of  our  local 
political  units  have  fihown  a  constant  tendency  to 
increase^ 

TIlIb  world-wide  pbenouienon  has  been  viewed  with 
great  alarm  by  many  persons,  who  have  attributed  it 
to  profuBion  or  corruption  in  governmental 
avail's.  But  two  con  side  rationa  need  to  bo 
borne  in  mini  by  the  student  of  financial  probloma. 
First,  even  if  per  capita  cspenditurca  have  become 
lai^er,  it  la  certain  that  wealth  alno  baa  increased;  ao 
that  the  greater  public  outlay  may  not  represent  an  in- 
crejised  burden  relatively  to  the  reaourcea  of  the  people. 
In  the  United  Statos^  at  any  rate,  it  is  quite  probablo 
that  such  has  been  the  case.  In  the  accond  place  it  is 
certain  that  the  larger  expenditures  arc,  in  considerable 
measure,  the  result  of  an  enlargement  of  the  functiona 
that  governments  hare  been  called  upon  to   perform. 
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fact  can  be  most  cIcaH^  seen  in  the  case  of  local 
cxpendiCuree,  wLorc  the  mcrea«e  bas  becD  very  inArkod. 
NeverthclcBS  it  cannot  bo  denied  tliat  probably  all  gt>r- 
cmmftnts  hre  imposLng  upon  their  citizens  heavier  bur- 
drnA  th&a  wlhi1i3  ha  lYquIred  under  a  wlani  ar  mure 
lioneet  mutingeinoiit  of  public  iLfFuir& 


U.   Public  R«TMLiiftt, 

§  $38.  Publto  rcTcnucfl  ore  us  ditBoult  to  clasdify  oa 

pubHc  ciponditurcs   baro    proved   to  be,'    but   it   will 

^■■^^"•*    auflicis  for  our  preaeut  porpoBC  to  recognize 

oHi.  &ix  mniit  braiicbes  of  income, 

5  33D,   The  first  branch  of  lucome  inolmlos  revenues 

derived  from  domaius  and  industrJos.     Public  domains 

t.  sevoM     ore  lands  tb&t  arc  retained  ia  the  pouea- 

JJT^JT^  sion  of  the  ^vernment.     Mniiy   Euroi>tan 

4wab:i^        staltis   ]>0S5e5a  af^icultura]   lajida    Ibat   ore 

ciiltivntpd     under    pobtio    man agt? meat    or    leased    to 

citiEons.     Min^  also,  aometimes  form  a  part  of  tho 

domain,  and  are  operated  in  a  aimilar  manner;  while 

the  need  of  a  careful  buabandiug  of  forest  tc^oaroes 

has  led  to  the  public  ownership  and  ma&a^mc&t  of 

forests.     In  some  of  the  states  of  the  German  Empire 

the  income  from  domains  and  foreata  fonnB  from  seven 

to  fifteen  per  cent  of  the  total  revenues.     Jn  tlie  United 

States  a  different  police  haa  been  fullovred.     Our  federal 

^  Fur  Iliir  rowt  tvxtA  tuggemlooa  upon  thr  ialijrct  mv  SuLmmT, 
Eaay*  in  Tnxntiikii,  VfiS-3(U;  Pleiiv,  PaUlie  yXvMOce.  fvS-flV;  AiuJV, 
BAu^  ol  Fiuuce,  SlO-Ufi :  lUDLar,  K^udwuVi  447-ilO. 
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government  liaa  jiosaefiBeil  an  enormous  public  domain 
7),  but  tliiB  baa  been  allowed  to  pass  largelj^  into 
io  ownership,  upoa  tbe  theory  that  the  reBOurcea 
ot'the  coimtry  would  ho  most  rapidly  developed  in  thia 
way.  Receipts  from  tltc  sale  of  public  lands  now  form 
hut  an  insignificant  item  in  the  federal  re^'enues* 

Gorernments  conduct  many  kindn  of  public  industries, 
ancb  Hs  writer  work**,  gns  and  elec^t He- lighting  plants, 
street  and  steam  ratlwaya,  and  postal  and  Patoigudoi- 
tolograph  eyetems-  In  some  caeeB  these  ^"■ 
are  operated  at  a  loaa^  aa  ie  tho  case  with  tho  postal 
BervicQ  of  the  United  States,  where  there  ia  an  annual 
deficit  of  ten  or  twelve  million  dollars  (§  336),  In 
other  iuetaiicefl  a  profit  is  derived  from  these  indijatrTee, 
as  In  Pnissin,  where  the  railrojids  yield  a  snrplus  of 
about  ^30,000,000  annually,  or  in  England,  Frane**,  and 
Germany,  where  a  substantial  net  revenue  is  secured 
from  the  poet  office.  In  general  it  may  be  said  that 
thcBc  indostriea  were  not  brought  uodcr  public  man- 
agement primarily  for  tho  Bake  of  revenue,  since  vari- 
oua  social  or  political  c on ai derations  contributed  to  bring 
about  this  result.  Sometimes  ib  was  desired  to  avoid 
tho  evils  of  private  monopoly,  at  others  the  purpose 
was  to  extend  tbe  facilities  offered  by  these  ludustriea 
more  widely  than  private  enterprise  could  or  would 
do.  When  it  has  socraed  dcEiral)lo  to  encourage  tho 
widest  pOGsibIc  use  of  any  of  these  commodities  or 
services,  all  thought  of  revenue  lias  been  deliberate!/ 
renounced,  and  tbe  prices  exactod  have  been  reduced 
to  the  lowest  possible  figure,     Tliia  \&  true  of  tbe  water 


£0D 


FMOfCWLES  OF  ECCSOUICS. 


I 


m^\f  of  kfffB  ^Mm  «iid  of  the  postal  ftorneo  in  lh« 
VoUed  StetcB,    Ia  genenl  there  is  «  stronf  Uodcnc; 
o*  the  ))«rt  d  tbft  puUic  to  demand   lower  cfaugM 
T«th«r  than  a  large  rvreone  &om    theee  undertakingL 
In  ft  fe^  cant  govmiaeiits  cooduct  business  und^r- 
taklaga  fwelj  ^s  a  Bkeans  of  raising  revenues.    Sucfa 
f^^^^    ftnterprisee  ftro  eftlU  fiscal  monopolice,  and 
*^™-  are  foond    iu  some  coontnes  of  Europe. 

Thus  Pr&0ce  ntoaopollxea  tlw  mantifactare  of  lobaccw. 
aDd  endfarora  to  denTQ  front  thia  source  the  larg'Mt 
pofitibU  mouopolj  proAbL  This,  however,  ts  m^nly 
a  ndistitate  for  mtomal  taxes  Qpon  tcbocooT  which,  it 
was  foond,  could  not  be  made  equally  eETectiTe  as  a 
■onrofi  of  rcveiia&  In  such  caaea,  therefore,  ire  are 
dealing  with  what  la  reallj^  a  form  of  buation. 

Tn    nuDT    American   tounu  and  citica    \he    worV  cf 
aupplno^  Che  people   with   water,  tnmsportatioii,  and 
-^■^Mu.  tm-  lighting  faciiitieB  baa  been  left  to  private 
*■"**■  corporoHoDB,  vbich  hare  been  given  fran* 

chiaea  to  use  the  etn-cts  in  the  conduct  of  their  enter 
pHaea.  All  of  these  iiuhislnes,  we  have  seen  (^^M^ 
are  cerlain  to  prove  natural  monopoHee;  and,  as  i 
rule,  are  likelj  to  become  very  profitable.  Moreovtrf 
they  are  virtually  performing  a  public  function,  wbicli 
the  mimicipality  concedee  to  them  instead  of  reaernn^ 
to  itaelf.  In  oil  such  eases,  therefore,  the  wmie  quea* 
tioiis  anse  tliat  ronfrunt  any  government  when  it  mi- 
dertjikcs  a  similtir  enterpriser  .Shall  a  large  revomio 
be  ficcured  by  requiring  the  private  corpi>rationa  to 
make  adequate    payment    for  the  valuable    frojichisea 
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granted  to  tliem ;  or  shall  tbo  companies  be  compelled 
to  5a  prices  at  a  lovr  rate  that  will  encourage  the  widest 
poBsible  use  of  the  Bcrvices  Bupplicd?  In 'the  past, 
Americau  miinicipfxlilies  have  failed  to  tittaLn  eiUicr 
of  these  ends,  and  liave  given  away  francbiaos  without 
e?cactihg  any  adequate  return  for  the  privilege  of  es- 
orcifling  thoBO  flemi-publio  fiincliona,  Such  a  policy 
amounts  to  a  shameful  squandering  of  public  resources. 
If  a  wiser  course  is  followed  m  tlio  future,  our  cities 
can  defray  a  largo  part  of  their  expenses  out  of  the 
receipts  from  pulilic  franchises, 

§  340.  Fees  conatituto  a  second  form  of  public  rev- 
enue. Governments  arc  conatantlj  performing  many 
services  for  particular  individuals  who  re- 
ccirc  thereby  a  special  benefit.  It  is  con- 
sidered just  to  demand  from  such  cltiBcns  the  paymeat 
of  a  part  or  the  whole  of  the  expense  which  is  incurred 
in  the  performance  of  such  services,  and  fees  are 
charged  upon  euch  oceaftltins.  Wo  may,  therefore, 
define  a  fee  as  *'  a  payment  to  defray  the  cost  of  each 
recurring  service  ondertaken  by  the  government  pri- 
marily in  the  public  interest,  but  conferring  a  measur- 
able flpecial  advantage  on  the  fee-payer,*'  ^  Probate 
fees,  court  chargea,  fees  for  recording  deeds  and  mort* 
gBges  or  for  issuing  marriage  licensesj  are  common 
examples  of  this  form  of  public  reveuua  If  the  sums 
exacted  exceed  the  cost  of  performing  the  service, 
then  tho  surplus  over  tbo  coat  is  theoretioaUy  a  tax 
upoa  a  epeciol  class   of  persons,  vizj:    those  who  &r9 
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ctiUed  upon  to  paj  the  fees.  In  practice,  howerer, 
revemiea  of  this  class  are  called  fees  irreepcctivc  of 
the  precise  relation  between  iha  atuouiib  collected  and 
the  cost  of  tlie  servica 

§  341,  A  third  braiicli  of  revenue  comprises  receipts 
oi  a  Tory  mi&celhineous  character,  Finos  and  pcnrtl* 
3,  Miiceuuv-  ^^^^  ioTm  a  email  item  of  income.  Some- 
DuirtvuDCL  ^,Jp^^  property  reverts  to  the  goTerameiit 
npoa  the  failure  of  heirs.  In  a  number  of  countries 
public  lolteriGA  aro  still  malutained,  and  are  msde  to 
vield  considerable  income.  In  1S9S  Italy  eccurud 
about  $13^000,000  from  this  Bouroe-  Fiuiilly,  govem- 
mcnta  aro  occasionatly  the  recipients  of  gifts.  These 
usually  are  for  aomc  specific  piu-posc,  as  a  parfc^  a 
library,  or  a  schoolbouse,  and  do  not  form  a  part  of 
the  general  public  revcnuea. 

§  342.  A  fourth  form  of  revenue  liaa  become  very 
importout  iu  the  finances  of  American  municipal  lit  cSf 
A.,  spidiiu-  hut  has  been  lees  often  utilized  in  other 
'"'™'''"*-  countries,  Thia  is  the  special  aescBsmcni, 
which  may  be  defined  aa^  "a  compulsory  contrihutiou, 
levip(J  in  proportion  to  the  special  benefits  dtTived,  to 
defray  the  cost  of  a  speciiic  improvement  to  property 
undertaken  in  the  public  interest.'*  IVhen  new  streets 
nro  opcnecl  or  old  ooca  are  paved,  when  drains  and  sewers 
sro  copstructed,  or  when  public  squares  or  parks  ore 
laid  out,  the  owners  of  adjoining  real  estate,  which  is 
enbancod  iu  Ttilue  as  a  result  of  sutih  improvements*  may 
justly  be  called  upon  to  pay  a  part  or  even  the  whole  oJ 
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tho  cost  of  fiucli  public  works,  Tho  entire  community 
maybe  interested  \x\  such  improvements;  and,  accord- 
ingly, commonly  defrays  a  part  o£  tho  espcnee  ont  of  its 
general  revenues.  But  the  ovnera  of  abutting  real 
estate  derive  a  special,  measurable  benefit  from  audi 
public  works,  and  should  in  justice  bear  a  part  of  the 
burden  thus  incurred.  Special  aaaessment^  have  become 
an  important  and  probably  a  permanent  feature  of 
American  municipal  finance,  since  they  havo  proved 
well  adapted  to  tho  needs  of  young  and  rapidly  growing 
cities.  In  18S)1  the  statistics  of  twenty-five  of  ear  larg- 
est cities  showed  that  receiptg  From  Bpecial  asseHsmenta 
amounted  to  J$19,780,000,  winch  was  slightly  more  than 
eighteen  per  cent  of  the  sums  raised  by  general  taxes 
for  that  year, 

§343*  Public  loans  must  be  included  in  any  state- 
ment of  the  forms  of  gorcmmental  rcTcnue.    Of  course 
the   receipts  secured   by  public   borrowing  ^^  rauu 
arc  of  a  temporary  character,  and  carry  with  *'***^ 
them  the  necessity  of  ultimate  repayment.     But  genera^ 
tious  and  even  centuries  eomctin^es  elapse  before  Buch 
debts  are  extinguished,  so  that  ioana  may  assume  a  rela- 
tively permanent  character-     The  Forms  of  public  bor- 
rowing are  many,  and  it  will  be  possible  to  mention  bero 
only  those  wbicb  are  of  most  Importance  in  the  TTuItei 
States,    Treasury  notes  are  often  iasned  to  meet  tei 
porary  deficits,     Theso  notes  are  to  remain  outstanding 
until  they  can  ho  redeemed  out  of  tho  proceeds  of  cur- 
rent taxca  or  from  the  sale   of    bonds.     Government 
bonds  are  obligations  that  nm  for  &  term  of  ji 
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being  redeemable  &t  a.  certain  fix:ed  date.  Thoj  meet 
tiie  deiuaDds  ol  lendors  wLo  desire  to  secure  a  relatively 
pcrmaiiGut  invcfltmenL  Wlicn  auch  bonds  mriture,  thej 
are  often  re-funded,  u  e,  redeemed  by  contracting  nr-w 
luuna»  frequently  at  a  lower  rate  of  iiiteresL  Finally, 
governnienta  may  contract  forced  loaos  by  iBBuing  a 
paper  currency,  as  waa  done  during  our  Civil  War.  By 
this  means  the  property  of  citizens  is  seized  and  apjjlicd 
to  tlio  public  service-  It  is  said  that  goTernments  may 
advantagoouBly  borrow  m  tbis  mDnner  without  haviug 
to  pay  interest  upon  their  debt.  But  any  possible  fiav- 
ing  in  this  directiiin  is  many  times  outweighed  by  tlie 
dlHastrona  results  of  a  papor-moaey  policy  (g  153). 

Public  loans  are  contracted  for  varioLia  purposes.     In 
cttBCB  of  great  emerf^ncy,  ae,  for  instance,  the  outbri^ak 
Tif  flWrttt     of   a    war,    gCTCrnmcnts   have  resorted  to 
kL*"'^^™*  borrowing  in  order  to  secure  the  large  sums 
ii»cw4'  that  are  suddenly  demanded.    Such  a  course 

throws  the  imuiediate  burdens  upon  the  people  who  in- 
Test  in  public  securities^  and  taxpayers  are  for  the  time 
being  relieved.  The  ultimate  burdens  devolve  upon 
futtire  taxpayers,  who  are  called  upon  to  supply  the 
funds  required  for  pftying  the  principal  end  luterc&t  of 
tlic  debt  A  second  occasion  for  borrowing  arises  when 
some  public  work  is  to  be  undertaken  or  a  public  tndufi- 
try  is  to  ho  established.  For  these  purposes  funds  can 
be  secured  moat  easily  by  borrowing,  since  great  hard- 
ehips  would  arise  from  the  attempt  to  raise  all  the  nee- 
CBB&ry  money  by  current  taitatian.  In  case  the  proceeds 
of  the  loans  are  invested  in  some  productivo  iiidaBtr7 
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that  will  yield  a  clear  income  aiidicient  to  pay  both  in- 
toi'OBt  Qnd  principal,  tha  debt  contracted  is  offset  bj 
valuable  aaects,  and  forma  no  real  burden.  With  all 
other  public  works,  which  yield  either  no  money  income 
or  IcHs  than  is  sufHcient  to  make  cotoplcto  proTJsion  for 
Llie  Jebt,  it  is  higlily  important  to  remember  that  such 
undertaking§  constitute  a  real  fiuitncinl  burden,  even 
though  they  ai-e  plainly  seen  to  be  beneficial  to  Bociety 
in  tho  highest  degree,  Fmallyn  governments  have  re- 
sorted to  borrowing  when  the  existing  taxation  has  failed 
to  supply  tho  funds  needed  for  current  espendittirea. 
When  such  a  delicit  ia  due  to  aceldental  and  temporary 
causes,  tho  loa^is  thus  contrncted  may  be  repaid  out  of 
the  surplus  revonues  of  subsequent  jears,  and  no  harm 
mrty  be  done.  But  sometimes  governaientB  have  con- 
tinued to  make  up  recurrent  doficita  by  mcoDs  of  con- 
tinued borrowing.  Such  a  policy  merely  postponeH  tbe 
evil  day  when  cither  bankruptcy  or  l^eary  increanea  of 
taxation  will  become  inevitable,  and  throws  upon  the 
future  a  burden  that  ought  to  be  borne  by  tho  present. 

g  344-  Taies  congtitute  the  final  and  meet  important 
branuh  of  public  revenue.  They  may  be  defined  as 
compulsory  contributiona  exacted  by  govern-  t  T«w* 
mcuts  from  pcraous  within  their  junsdictions.  for  the 
purpose  of  defraying  general  public  espenwH.  The  at^ 
tcntion  of  the  student  should  be  i'alli?d  to  the  important 
[Ktiiitg  of  difference  between  taxes  and  some  of  the  forma 
of  revenue  previouaiy  described.  It  waa  aoen  that  a  fee 
ifi  ojcftcted  only  from  persons  (or  whom  tho  government 
performs  some  special  servicOj  and  that  special  aaseaa- 
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meivts  are  collected  from  people  whose  property  lias  beon 
directly  and  meafiuraUly  enhanced  in  voluo  as  a  result 
of  Bome  public  improvement  In  both  caaca  the  reason 
and  juatirication  for  eucli  cxactiona  are  to  be  ioand  in 
the  direct  and  raeasurable  benefits  conferi-ed  upon  par- 
ticular persons.  In  tlio  ease  of  taxes,  liowever,  the  cir- 
cnmBtarces  are  entirely  different.  Tbo  actions  of  the 
government  in  protecting  persons  and  property  and  in 
ministering  to  the  general  public  welfare  in  other  WAja 
do  not  confer  upon  any  particular  citizen  a  distinct  audi 
measurable  benefit.  They  are  of  the  highest  impoiiance 
to  all  people;  but  they  confer  a  common  benefit  upon 
all,  and  it  is  impoaaible  to  compute  the  precise  advan- 
taj^ea  that  accrue  to  Individual  citizens.  For  tlua  rooacn 
all  peraons  within  the  juriaciiction  of  the  goTOrnmcnb 
may  be  called  upon  to  contribute  to  its  support,  and 
taxes  are  properly  defined  as  compulsory  contributions 
designed  to  meet  the  general  public  expenses^ 

In  former  times  governments  were  expected  to  depend 
upon  other  means  of  supportj  and  to  call  for  taxes  only 
Tatiaaact  in  casss  of  special  emergency.  The  king  was 
euppoecd  "to  live  of  bia  own"  tliat  is,  tO' 
support  hia  establishment  with  the  revenuea 
from  hia  domains  and  from  certain  fiscal  prerogatives. 
Only  in  case  of  war,  or  upon  Aome  other  extraordinary 
occasion,  was  lie  expected  to  call  upon  bis  subjects  for 
ooiitributiouB  of  a  part  of  their  property,  Loof*  after 
taxation  had  become  a  usual  and  rej^ular  source  of  reve- 
nue, writers  upon  finance  continued  to  speak  of  it  as  an 
cxtraordin&ry  and  occasional  expedient    In  this  coun- 
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try,  the  AssGinbly  of  Pcniisylvanm,  ae  kte  ae  1755,  ad- 
Yunced  the  foUowing  tboory  of  taxation  m  th^tt  province. 
Ori^jiallj  the  govornmcnt  was  espected  to  find  aupport 
from  the  proceeds  of  quit  ro^ta  from  the  lands  of  the 
proviuoe,  wbich  belonged,  uf  courae,  to  the  poprielora, 
Then  liceuseH  and  fees  were  "  pitched  upon  "  for  a  second 
tnoana  of  support.  "  But  GovernorB,  a  Sort  of  Officers 
not  easily  aatisfiod  with  Salary,  complaining  that  tlieso 
wero  insufficient  to  maintain  suitably  the  Dignity  of 
their  Station,  occat^ionoL  Presents  wei'e  added  from  Time 
to  Time;  and  those  at  Len^h  came  to  be  expected  as 
of  Right,  which,  if  conceded  to,  and  estubliaheJ  by,  tlie 
People  would  have  made  a  tidrd  Support."  But  in  all 
couutriea  taxation  has  now  become  tbe  chief  source  of 
public  revenue  ;  go  much  so,  in  fact,  that  wq  are  inclined 
to  forgot  or  neglect  the  other  foiras  of  incomo. 

The  juatihcation  for  the  action  of  government  in  com- 
pelling ita  citiseaa  to  contribute  to  its  support  is  to  bo 
found  in  the  iiecuasity  of  maintaining  eome  -.    .     „ 
agency  through  which  collective  action  for  iiMof 
public  purposes  may  be  secured.      If  the  "*"*^ 
necessity  and  uBefuluess  of  having  a  government  are  ad- 
mitted, then  the  duty  of  maintaining  it  is  oatablished; 
and  experience  has  shown  that  taxation  is  an  indispen- 
sable means  cf  support-     As  a  government  may  properly, 
iu  certain  circumsLaocta,  demand  the  Uvea  of  ita  citizens, 
so  also  may  it  command  their  fortunes  for  the  public  ser- 
vice.    But  this  juetification  of  taxation  can  be  urged  only 
in  behalf  of  ta>:eB  levied  for  useful  and  necessary  objects 
of  espeuditure,  and  applied  economically  and  honestly  to 
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•oeli   porpoMW,     Vniem  Uieae  conditions  %m  ruliillcd, 

lAXAtioQ  becomes  rirUiftlljr  robber/,  even  Uiougb  pnic- 

Ined  otidcr  the  guiflc  of  law. 

^  §  'Ma.   Proin  tbc  bcgiiming  to  the  end  of  hie  Btndv  of 

r         tbb  Bobject  tbe  atudcnt  a  conironted  by  tbe  question, 

WltiLt  coustttuUn  jiuUce   in  taxatioD  ?    A 
!■  cominonl;  v:cepted   theory  in   the    UaiC^^d 

States  hu  been  that  the  taxes  demimded 
from  each  citizen  shonld  be  proportioned  to  thc^  benefits 
that  he  derivee  from  the  protection  and  other  oervice« 
rendered  bj  hia  gorcmment.  But  this  anavrer  i«  wholly 
II nnatis factory  becauae  it  is  imjxwsible  to  mt^jisurc  in  any 
t&Ji^blc  vaj  thu  benefits  that  any  individual  roceivea 
from  moat  forma  of  govommcotol  activity.  Whenever 
auch  a  calcLiIatiJ^n  of  beQcHts  is  froefiibJc,  Uto  peraone  who 
receire  a  apecial  benefit  are  called  upon  to  defray  a  part 
or  the  wliole  of  the  coflt  of  tbc  service  reudL'rod,  as  la  Uie 
caae  villi  fve»  cir  special  asaessmcnta.  Itiit  ta:\ea  ara 
levied  for  dfifreying  general  expensea,  in  which  no  men»- 
urement  of  particular  benefits  is  possible.  Moreover,  if 
BUcU  Q  calculation  could  bo  made,  it  tuiglit  be  found  that 
the  jioor,  Ihc  weak,  and  the  defencclcBS  receive  grcjitcr 
bencfita  than  the  rich  and  the  Btrong  derive  from  the 
action  of  the  government  in  protecting  peraona  and  prop- 
erty ;  BO  that  thtd  theory  would  neceaaitiitc  frnch  on 
Rpportionnient  of  taxes  aa  weuld  throw  the  burden  of 
public  cxpondituros  ujjon  the  veakest  members  of 
aocioty, 

A  more  satiafactory  theory  is  that  each  eitfsen  aliould 
abare  ia  tbo  pubho  burdens  according  to  his  ability  to 
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Aenr  them,  and  tliat  f&ciiUj  should  be  the  basis  for  tba 
apportionment  of  taxes.  Within  a  familj'T  a  churchy  or 
a  fraternal  or^anizatian  this  priticlplo  la  fol-  Tiie"£iciiiu 
lowed;  oad  each  person  is  expected  to  con-  '^^^t-' 
tribute  according  to  his  ability  whenever  the  attcicpt  is 
made  to  apportion  common  burdens  upon  a  juat  basis. 
But  this  tlieorj  giTCS  us  aierelj'  a  verj'  general  principle 
whose  appliciitlon  is  bomewhatdifilca]t,for  it  is  not  eaftj 
to  determine  a  perfect  method  of  measuring  each  person's 
Caeultf ,  or  ability-  Such  a  meaauro  caoiiot  be  found  iu 
a  person's  Dipenditurea,  because  the  poeecHBorB  of  largo 
incomes  do  not  consurae  proportlonatelj  more  than  peo- 
ple of  moderate  meana-  What  a  person  conaumea  maj 
be  a  measure  of  his  necessities  instead  of  his  ability,  aa 
can  be  seen  by  considering  the  case  of  a  man  who  baa  a 
family  to  support  out  of  a  moderate  or  small  income. 
Property  is  often  conaidereU  a  fair  practical  criterion  of 
a  taxpayer's  ability,  and  la  certainly  a  better  standard 
than  expenditure  can  ever  be.  But  such  n  mcaeuro  is 
far  from  perfect.  AH  property  isnoteqnally  productive, 
and  some  of  it  may  be  unproductive  or  even  a  positive 
burden  upon  the  owner-  Besides  this,  many  men  who 
have  little  accnmulatori  wealth  receive  wagea  and  salaries 
from  their  labor  or  professional  services,  and  aro  able  to 
pay  much  heavier  taxes  than  their  property  would  in- 
dicate. Finally,  revenue  has  been  suggested  as  the 
proper  measure  of  faculty.  This  is  probably  superior  to 
property^  but  is  not  entirely  unexceptionable,  because 
revonue,  like  property,  is  not  a  uniform  and  invariable 
teat.     Ju  the  first  place,  an  income  derived  wholly  from 
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perftonftl  exerticnft  does  not  itLdicat^  the  «aa>e  afaOitj  tlMt 
an  equal  rererme  derived  from  iDTosted  prvpeHj  ram- 
Bunta.     An  income  of  tb«  fint  kind  tenntiMt^  wbeo  t^ 
ability  to  labor  ceasefl,  bo  thai  its  recipient  biqsI  bbto  a 
p^rt  of  it  in  order  to  proride  f<»r  (he  fator^  ;    while  tte 
man  who  posaeeflefl  &  funded  incoiue  Is  under  no  mndk 
iircKHftity.    In  the  second  pUc«,  abilitj  mri^s  witb  tJw 
demands  mado  iifwn  each  person's  reacrarce*.     Two  iik 
comes  maf  bo  equal,  but  tb?  recipient  of  one  msr  be  s 
fiiDgle  man,  while  the  recipient  of  the  other  tua/  likfv 
ui  oxponsivo  family  to  support     Under  ancli   circtiifr- 
Btoncea  equal  iucomea  do  not  indicate  eqcul  abtli^. 

^But  ereo  ii  a  perfect  moaflure  of  faculty  ig  difficult  of 
t&lnment,  it  is  possible  to  secure  approxjiuatc  jiutico 
^ „__,   in  apportioning^  the  burden  of  taxation-    Ber^ 

enue  is  d.  better  mcaaure  of  ability  than  anj 
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other  that  has  been  auggeated,  and   srinso- 
ing  may  be  done  to  correct  the  inequaltties  that  mar 
result  from  such  a  standard.     Funded  iueomes  maj  bo 
t&^ccd  more  heavily  than   those  denved  from  personal 
exertions-    This  can  be  Qccomplishod  by  imposing  tasrs 
upon  property  in  addition  to  taxes  upon  incomes.     Fur- 
thermore a  certain  mininnini  sum  may  bceiemptcd  from        ■ 
■  tho  operation  of  teiea  that  are  levied  directly  upon  rev-  ^H 
enue,  and  a  rough  allowance  can  In  thia  way  be  made  ftir  ^^ 
tbo  dcmanJe  wliieli  the  maintenance  of  a  family  makea 
upon  the  poa&eBSora  of  small  incomea. 

§  S4fl.   Aftsociated  with  the  problem  of  justice  In  tax- 
Ltion  IS  the  4]neshion  whether  the  tax-rate  should   bo 
progressiyg,    A  tax.  Js  prowftioual  ijf, 


PUBLIC  HEVESUES. 


it  imposes  a  Bxod  rate,  say  two  per  cent  of  tho  t&Iuo 
of  all  objcota  aBBcsscd^  in-espectire  of  the  total  amount 
of  the  property  or  income  of  each  tajt -payer.  __  __ 
Taies    ara    regressive    when   tbe    rate    in-  Ms/Xvtviot^ 
ereasea  as  the  amount  of  property  or  income 
tared  dQcreodes.     Thus  a  fixed  business  license  tax  of 
twenty  dollars  upon  all    retail   storekeopers  would    bo 
regrcaBi7o,  siDoe  the  rate  of  taxation  would  incroaae  as 
the  aiEO  of  the  busincaa  decreased.     FinsiEly^  taxea  are 
progressive  when  the  rate  increases  as  the  taxable  prop- 
erty or  income  increasea.     Tliua  a  progreBaive  income 
tas  may  impose  a  rate  of  one  per  cent  upon  incomes  of 
$1,000  or  Ubs,  and  may  levy  higher  rates  upon  larger 
incomes. 

The  injustice  of  a  regressive  tax  must  be  evident  to 
all,  but  there  is  a  differenco  of  opinion  concerning  the 
merits  of  projwrtional  and  progressive  tax-  ccnnirtof 
atiou-  The  opponents  of  a  prugresaive  rate  '*^*^" 
denounce  it  loudly  ag  a  measure  of  confiscation;  but  it 
ecoina  probable  tliat  a  progresaive  tax,  if  it  can  be  Hgidly 
oollccted  from  the  larger  incomes,  corresponds  mora 
nearly  than  a  proportional  tax  to  tlie  demands  of  justice, 
Tl(is  is  becaiJflc,  as  income  increases,  ability  tfi  liear  pub- 
lic burdi^na  piTibably  increases  at  even  a  more  rapid  rate. 
A  ts-K  of  two  per  cent  may  mean  the  aacrifice  of  articles 
of  decency  and  necessity  for  a  man  who  must  support  a 
family  oat  of  an  income  of  S600,  wliile  a  man  who  en- 
joys an  income  of  $10,000  will  feel  but  slightly  the  pay- 
ment oF  a  tax  of  the  same  rate.  More  than  this»tho 
possession  of  &  large  income  gives  a  person  a  great 


6U 


J'RINCIPLSS  OF  ECONOMICS, 


QtJrantagG  m  tho  acquieitioQ  of  future  riclieft,  bccaiiae  it 
is  till;}  flittt  thuusaud  tlolkrs  of  a  fortune  Uial  is  bonJeflt 
to  acquirOf  since  wcalLlk  bcgels  vreaJUiH     Such  c<inaidoru- 
tioHB  seem  to  justifj  il  moderate  iDcrcasc  of  Uie  rate  of 
:ation  as  fast  as  tliu  prof«rty  or  income  incrcneos, 
Lt  tliifl  iti  tnio  only  uji'Jij  the  couiliticD  that  Ihe  Vxx  i» 
woLl  ad u; mistered  and  rigidly  collected.     Qrcat  practical 
dilficiiltioa  aro  ciicouiil^rpd  at  [jrocieely  this  poiiiL     In 
tbifl  country  proportional  taxes  iijxm  proper^  or  income 
are  poorly  unforced,  and  fall  with  undue  weight  upon 
pGFBona  of  sidilI]  or  moderate  means.     Uotil  we  bxiio 
aUministratire  machinery  that  will  enable  us  to  reach 
|]ir[^  fortiuiefi  with  certainty,  progrcseivc  tajtation  would 
probably  sorre  ou1y  to  increase  the  inequalitiea  tb&t  in- 
here in  our  existing  tai  systems.' 

g  347.  Wnters  upon  finance  have  commonly  made 
n  difitinction  between  direct  and  indirect  taxcc<  The 
MmtAMiQ-  fofinor  are  said  lo  bo  levied  directly  upon 
*''*""^^  the  i>erflon  who  haft  to  bear  the  burden  of 
tliem ;  whilo  the  lalt^?r  are  collected  in  the  fifBt  instance 
from  people  whf.t  add  the  amount  of  the  l4ii  to  llie  prices 
of  commodities,  and  thus  shift  the  burden  u]>on  th« 
ultimfite  eouBumera  of  the  articlce  taxed.  Income,  poll, 
property,  and  inlicriloncc  taxr^s  are  called  direct;  and 
cuatoms  and  exctHO  taxes  arc  considered  to  bo  in-^ 
direct.  Tn  some  cases  this  distinction  ts  easily  drawn. 
Poll  or  inheritance  tases  are  clearly  borne  by  the  very 
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persons  who  are  called  upon  to  pay  tliGm^  and  most  of 
our  costoma  and  exciao  ta^ea  ultimatelj  fall  upon  other 
people  tbim  those  from  whom  the  government  collecta 
[hem.  But  oLhcr  cases  present  considerai^le  dilTtculty, 
If  T  import  gooda  for  iny  own  use,  without  resorting  to 
any  middleman,  the  custoiuB  duty  will  fall  directly  upon 
me.  Aguin  it  is  often  dilHcult  to  dotcrmine  who  will 
ultimately  hear  the  burden  of  such  a  direct  tax  aa  that 
upon  property.  In  some  caaea  tlie  lai  can  he  ehifted 
from  tlte  landlord  to  the  tenant,  aa  will  be  explained  in 
another  place,  Snch  facts  as  these  seem  to  deprive  this 
dl«tinctioQ  hetween  direct  and  indirect  taxes  of  strict 
sciontilic  validity. 

5  348»  If  tasea  are  honestly  and  wisely  expended, 
each  citii^en  securea  a  large  return  for  the  sums  that  he 
contribatea  for  the  aupport  cf  the  govern-  t^"»u(Io 
meat  But  it  should  alwaya  be  remembered  imImu 
that  a  tax  is  a  deduction  from  the  wealth  of  the  com- 
munity and  a  burden  upon  the  taxpayers,  la  a  New 
England  town-meeting  the  truth  of  this  atatement  is 
keenly  realized  wfacnevor  publio  expenditures  are  author- 
ized. Butwhenthe  operationaof  government  are  further 
removed  from  the  scrutiny  of  the  people,  and  revenues 
are  raised  by  eiietcms  and  excise  duties  which  are  con- 
cealed in  the  prices  of  commodities,  or  by  corporation 
and  inheritance  taxes  which  are  less  felt  by  the  mass 
ot  the  citizens,  there  ia  danger  that  this  fact  may  be 
overlooked.  Some  ten  years  ago  tlie  federal  govern- 
ment annually  collected  surplus  revenue  that  amountei 
to  even  more  than  one  hundred  uiilHon  doUara,  and  the 
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eriU  of  Bttoh  ^  condition  ware  not  clearly  reco^ized  by 
tho  people.  The  tliouj^litM  etudcnt  hardly  needs  to  be 
told  that  taiatioa  cin  furnish  tlie  gorerument;  wi(Ji  no 
"magic  fimd,"  out  of  which  lavialt  eipenditureft  can 
be  mnde  wltliout  cost  to  uuybody.  Yet  it  sumctiTnes 
appears  that  thin  dchisinn  is  more  commonly  entertained 
tliQji  it  ia  pleasant  to  Ijalicva.  Tho  only  result  of  popu- 
lar orror  apon  thie  point  must  bo  oxtravngaQcc  and  oor- 
ruption  in  the  iniuiflgoment  of  public  expenditures.  The 
correct  principle  for  the  guidance  of  all  govcrjimeots  in 
mattora  of  taxation  was  Cnaly  stated  in  Pen  nay  Ivan  ia's 
first  constitution,  which  was  adopted  in  17T6.  Here 
it  is  declared  that  ^*  the  purpose  for  wliicli  any  tax  ie  to 
be  raised  ought  to  ap[>car  clearly  to  tiio  Ic^lature  to  be 
of  more  service  u>  tho  commuuity  than  the  money  would 
be,  if  not  collected," 

in.    TB.xation  in  the  United  States. 
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5  349.  Our  federal  government  has  always  derived 
a  very  large  part  of  its  revetuics  from  customs  duties. 
These  are  tnsea  imposed  upon  ccmmoditiee 
that  are  imporl^ed  into  a  country  or  exported 
from  it  Since  the  CouBtitutiou  of  the  United  States 
provides  that  no  **tax  or  duty  shall  he  laid  on  articles 
exported  from  any  State/'  the  federal  customs  dutiea 
have  been  imposed  only  upon  imports.^    Prior  to  the 

1 1n  olDci^  teimitioln^  our  cnalunui  nv^uapa  EncladD  touanigo  dntt^ 
Impoaail  npuu  phiiiphjc-  The?iu  tluLiss  brnnghL  in  ouly  fS44,eS&  in  1808, 
■ad  will  raqoire  eo  fuiCliur  iliflcuanjiKL    But  kg  %  4L 
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Oiril  War  tlieee  tases  had  usnoll/  furaished  in  timca 
of  peace  nearly  the  whole  of  the  natioaot  revenuee. 
In  18G4>,  for  instance,  the  customs  reoelpU  amounted 
to  1(5^,187,000,  wbile  the  total  revenuee  were  on!/ 
#56,054,000.  Other  taxes  now  occupy  an  important 
place  in  our  federal  budget,  but  custoioH  duties  etill 
yield  aliout  half  of  the  ordinary  receipts  from  taxation. 
Wo  have  already  eccn  that  custoniB  duties  may  bo 
either  specifio  or  ad  valorem  <§  238),  The  lalter  are 
open  to  the  ohicotion  that  they  sometimes  spKjnctoa 

id  viUarun 

lead  to  undervaluation  of  imports^  and  facili-  rmiia. 
tate  frauds  in  the  collection  of  revenues.  This  danger  jb 
a  real  one  unless  the  imptjrta  are  of  such  a  character 
that  the  customs' house  officials  can  readily  ascertain 
their  true  vah;.is-  S|>ectfie  duties  have  the  advantage 
of  facing  caaiei  to  admioi8tor  and  more  difficult  to  evade, 
but  they  too  are  objectionaVl©  in  one  important  respect. 
Goods  of  the  aamo  general  character  dlfi^er  widely  in 
value,  and  a  specific  duLy  iraposeJ  npon  an  entire  class 
of  imports  fu.11s  witli  nndue  weight  upon  the  cheaper 
articles.  Soraotimea  atlempta  are  made  to  avoid  such 
regreflsive  tasation  by  classifying  commoditioa  of  the 
same  kind  according'  to  their  value,  and  grading  the 
duties  accordingly.  But  this  clafisification  can  bo  ODly 
of  a  rough  character,  and  it  introduces  the  principle  of 
lil  valorem  taxation.  Our  pre8(.*nt  tariiT  laws  employ 
both  binds  of  duties,  but  the  mcaHurc  passed  in  1898 
greatlv  increased  the  use  of  specifio  mtes. 

If    MietoniB  taxes  arc  to  yield  a  largo  revenue,  the 
dut.cb  oiuat  be  imposed  upon  articles  of  general  con- 
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sumptioTi.     The  bulk  of  our  customs  i^ceipta  has  alwaje 
come  from  &  iavt  Buch  commodities.     Thus,  in  18^.  tbc 

opmtionof    'i'l^i^s  '^^  *ugar,  molaases,  and  tobacco  ridded 

cu«™tmi»§Q.2^00,000,  or  more  tban  oae  third  of 
the  total  customs  revenues.  With  each  commodity 
taxed  there  is  &  certaio  rate  of  duty  that  vill  bring  in 
tho  lai^ost  returns  to  the  trsaenrj.  If  the  demand  is 
clastic,  as  in  the  case  of  luxuries^  the  rate  that  yields 
iho  hij'gcst  rcvenne  vnU  be  relatively  low,  because  a 
hig;hcr  tax  diminishes  the  consumption  more  than  it 
increaaca  tbe  receipts  from  the  ^oods  actually  imported.^ 
Articha  of  common  and  necessary  use,  however,  can 
usually  bear  higher  rates-  But  tarifFs  that  impose  high 
duties  upon  necessities  are  objectionable  because  they 
burden  many  iDdustrios  by  taxing  heavily  the  raw 
materials  iiscdi  and  bcoauee  they  rest  ^th  unequal 
weight  upon  the  masses  of  the  people.  A  family  with 
an  income  of  $10,0Q0  cannot  consume  twenty  times  as 
much  of  these  commodities  bh  twenty  famiUps  with 
incomes  of  1500  each.  Therefore  a  tariff  constructed 
upon  this  principle  is  a  form  of  regrcBsire  taxation- 

When  the  cbiof  purpose  of  the  tariff  is  to  protect 
certain  industries,  duties  are  sometimes  placed  at  such 

Proactive      ft  liigli  figure  as  to  prove  almost  prohibitory. 

*'"^^  f^iich  a  policy  sacrifices  reveiine  for  the  sake 

of  protection.     Tn  this  conntiy  most  of  our  protective 
duties  have  not  been  raised  sufficiently  to  prohibit  nil 

^  The  atodQiit  who  hu  nul  Chaf\tBr  XII.  win  nn^lpniafirT  Ihat  rnstmiu 
tanoi,  iTthoagh  ecllecteil  fmm  Importe^n  iltb  re^utarlv  bfded  to  tbo 
prioe*  of  curDiuoditJEH  imJ  pud  hj  caadnmon.    For  eaicap^oEia  to  i^tia 
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impoi'tatioQs,  but  they  have  often  aerTed  to  decreasB 
the  receipts  from  certaru  commoditiea,  AuoLher  effect 
of  protective  duties  is  that  tbcj  tend  to  take  from  the 
coiiaumer  more  tfjati  tlio  government  receives  in  the 
form  of  a  tas.  The  pricoa  of  the  goods  supplied  b/ 
domestic  producers  are  uaually  increaatd  somewhat  hy 
the  imposition  of  such  dLtiea,  and  the  consumer  mm^t 
p!iy  these  bi^her  [iricea  as  welt  as  the  duties  coUected 
at  tho  custom- house  ^ 

Oufitoms  rOFOnues  are  often  calkd  inelastic  because 
their  amount  oannot  bo  readily  changed  to  suit  tha 
needs  of  the  government.  A  tariff  can-  Thaatun 
not  be  revised  every  jear  without  iojury  to  *«*<>=^"^" 
husiness;  and,  vben  the  rates  have  ones  been  deter- 
mmed,  the  reeeipti?  will  depend  upon  the  volume  of 
goods  imported  into  the  cour:try.  In  1893  the  customs 
revenue  of  the  United  States  amounted  to  $203,356,000 ; 
but  iu  the  followicg  year  it  fell  to  $131,818,000^  largely 
as  a  result  of  tho  provnilini^  industrial  depression-  In 
time  of  war  these  receipta  are  likely  to  decrease  at  the 
very  time  when  the  government  is  most  in  need  of 
revenue,  as  we  learned  to  our  cost  in  1812  and  1861, 

It  will  be  evident  that,  eonsidorcd  by  thcmeelves, 
custoiDH  duties  are  open  to  grave  objcctiona  aa  a  sole 
Boureo  of  revenue,  but  some  of  these  diffi- 
culties disappear  when  such  taies  form  *=-^'^™- 
merely  a  part  of  a  generjil  reveuue  system.  It  is  cei^ 
tain  that  the  tetideney  of  this  form  of  tasation  is  to 
throw  a  disproportionate  burden  upon  those  pfloplo  who 
ore  least;  able  to  contribute  to  the  sapport  of  the  goTeru' 
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ment.  But  tliia  difficulty  maj  be  partly  remedied  by 
iinpoBing  other  taxes  tbat  viU  oblige  persons  of  largo 
re&ourccB  to  pay  in  proportion  to  their  means.  Then 
the  fliOioiiltieB  that  arise  from  the  inelaaticlty  of  cus- 
toms roTcnues  may  be  obriated  by  levying  other  taxes 
whose  yield  can  be  eaaily  increased  whenever  there  ih 
need  of  a  lar^^r  income.  In  condusion  it  may  be  soid 
that  tlie  ^nancial  needs  of  all  govGruments  are  so  great 
tbat  it  will  be  impossible,  for  a  long  time  to  come,  to 
reuoLince  entirely  the  large  revenues  now  derived  from 
custom  a  t^ses. 

§  350.  Excise  duties  are  a  form  of  iDteroal  taxation, 
and  are  levied  upon  commodities  produced  within  a 
country.  Tbeae  were  first  employed  by  the 
United  States  in  IT^l,  when  dutiea  were 
imposed  upon  distilled  spirits  in  order  to  aid  the  govern- 
ment in  its  efforts  to  provide  for  the  Revolutionary  debt. 
They  wore  extremely  unpopular,  since  there  existed 
tfaen  and  long  afterward  a  widespread  dislike  of  iu- 
ternal  taxation  by  the  federal  government  Accord- 
ingly, all  internal  taxes  were  repealed  in  1802  j  but  the 
War  of  1812  compelled  Congress  to  levy  excise  duties 
on  spirits  and  sugar.  These  were  expressly  declared 
to  bo  '*  temporary  war  taxes" ;  and  thoy  were  repealed^ 
with  all  other  internal  revenues,  m  1817-  From  this 
date  the  government  depended  exclusively  upon  exter- 
nal taxation  until  the  outbreak  of  the  Civil  War.  Then 
it  became  necebsary  to  resort  to  excise  taxation  upon 
an  unprecedented  seulo.  Cougreaa  finally  levied  taxes 
upon  the  manufacture  of  almost  every  conceivable  artt- 
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cle,  and  the  receipts  from  Buob  souroea  rOEO  to  uboiit 
*19a,0a0,t)00  in  im^.  Alter  the  war,  tusation  uma 
reduced,  and  moat  of  theao  excise  duties  were  rejjealci!. 
But  the  necessarv  expenses  of  tlie  goverumcDt  had  bec'ii 
increased  su  greatly  that  internal  taxation  hiid  to  h^ 
continued  in  order  to  provide  for  penfiions,  the  public 
debt,  and  other  expenditures  resulbiug  from  the  war- 
In  thia  manner  oxcisr^  duties  on  spirits,  beer,  and 
tobacco  became  a  permanent  feature  of  our  rcvcnuo 
systera.  In  1897  eiich  duties  j-ielded '  $140,388^74; 
nnil  the  wnr  rerenne  act  of  the  folIoTring  year  added 
new  duties,  such  as  that  upon  patent  medicines,  which 
will  add  to  the  revenue  from  thia  source. 

In  tho  collection  of  our  excise  taxes  a  very  oonTcaient 
and  effectivo  method  is  now  omploycd.  Prodiiccra  ara 
required  to  a-fEx  stamps  to  all  packages  con-  Mttbadof 
tainiiig  the  articles  taxed,  and  thi>*  must  be  "i^^doo. 
dene  in  such  a  way  that  the  stamps  will  be  broken  when 
the  packages  arc  opened  for  eonsucoption.  Some  eva- 
sion exists,  especially  in  the  case  of  whiskey,  which  can 
bo  distilled  with  simple  and  inospensive  appliEinecs.  la 
aorae  large  cities  and  lu  the  mountainous  districts  of  the 
South  a  force  of  revenue  oRicerH  is  censtanlly  employed 
in  suppressing  illicit  distillation.  When  the  excise  sys- 
tem was  developiid  duT'ino;  the  Civil  War,  the  rales  of 
duty  wore  so  high  as  to  make  the  temptation  to  evasion 
exceedingly  strong ;  and  it  was  found  that  '*  there  exists 
an  intimate  relation  between  the  rate  of  the  tax  and  the 

and  Home  otliep  eookc^ 
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extent  of  fraud  and  ovasion.''  Tliua  ia  166S  the  taii  on 
wLiskej  was  ^'IM  per  gallon,  which  was  more  than  ten 
times  the  origlual  coat  of  production.  Thift  high  mt^} 
of  duty  Ktimiilated  whoksule  frauds,  and  the  rciceljita 
'  were  only  ^13,419,000,  But  then  the  rate  was  lowered 
to  $0.50  per  gallon,  and  tJie  receipts  for  1969  roeo  to 
more  than  throo  timee  the  tiguroa  for  the  preTious 
year* 

Althougli  the  excise  taxes  are  collected  from  pro- 
dticerHf  they  areg  like  ciistoms  duties,  usually  borne  by 
Q^MrmOxr^  coiiBumera,  who  have  to  pay  higlier  prices 
tiAitAxa.  ff^j,  ^j^^  commoditiea.  They  resemble  cus- 
toms revenues  also  in  point  of  inela^ticityt  since  tbcy 
cannot  be  readily  adjusted  to  the  needa  of  the  govern- 
ment. Thufl  the  '*  hard  times"  preTailiug  in  1893  and 
1894  reduced  the  receipts  from  internal  revenue  from 
$101,027,000  to  *143,421,000,  because  the  consumption 
of  tobacco  and  liquors  had  fallen  off-  Finally,  eicise 
taxes  resemble  customs  in  that,  in  order  to  bo  produo- 
tivQ,  they  most  be  levied  upon  articles  that  are  widely 
used.  Their  burden  is  consequently  diatributcd  un- 
eqoally,  and  they  become  regressive  in  their  operation. 

It  is  i^cmeltmes  said  tbat  both  ejiclae  and  ctistoum 
duties  are  voluntary  tases,  since  citi^eus  can  avoid 
TueytrtMt  ^^^  neceaaity  of  paying  them  by  refraining 
ToiHntnr.  from  the  consumption  of  the  articles  taxed, 
Tfiia  ie  manifestly  false  when  necessities  of  life  are 
selected.  With  articles  like  beer,  whiskey,  or  tobacco, 
it  may  seem  to  be  more  nearly  true.  But  if  men  want 
these  commodities,  tljey  can  avoid  the  tax  only  by  ^pv- 
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mg  up  desired  and  eastomary  enjoTmeota.  This  fa  all 
that  tlic  payment  of  any  tux  necessitates.  TLis  (Ques- 
tion was  much  diacusacd  in  this  country  when  England 
attempted  to  tax  the  American  colonies.  The  advo- 
cates of  such  taxation  argued  that  the  taix  on  tea  waa 
nut  Imposed  without  the  consent  of  the  colon ics,  beeansu 
it  wae  a  voluntary  affair  and  could  be  avoided  by  any 
one  who  was  unwilling  to  pay  it.  But  the  opponents 
correctly  insisted  that  tho  allogod  volimtary  nature  of 
the  tea  duties  was  wholly  illusorj.  One  writer  disposed 
of  tLe  question  as  follows:  "The  same  logic  would 
domanstrate  tliat  a  duty  on  beer,  candles,  or  soap»  would 
ba  no  tax;  as  we  are  not  absolutely  obliged  to  drink 
beer  —  we  may  drink  water;  we  may  go  to  bed  before 
it  is  dark ;  and  we  are  not  forced  to  wash  our  shirts.^' 

Excise  duties  have  been  increased  by  the  legislation 
of  the  kst  few  years,  and  are  sure  t^  remain  an  iinpar- 
tant  source  of  federal  reyenue  for  a  long  yin^tcsMM- 
tirae  to  come.  Thia  j>erraarence  will  bo  due  '^^^^^ 
chiefly  to  their  productireneaH,  to  the  need  of  such  rev- 
eaueSj  and  to  the  comparative  ease  with  which  they  are 
collected ;  but  they  will  bo  favored  by  many  people  who 
wish  to  tax  liquor  and  tobacco  heavily  in  order  to  dis- 
courage their  couauinption.  The  revenues  secured  from 
excinea  are  superior  to  those  collected  in  the  form  of 
customs  duties  in  the  point  of  reliability  in  time  of  sucli 
a  national  emer^^ncy  as  a  war  with  a  powerful  forei^ 
natioDp  t^inaliy,  whatever  injustice  may  result  from  the 
inequality  of  our  CKciao  duties  may  bo  partially  cor- 
rected by  developing  other  sources  of  revenue  that  shall 
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bo  drtLvn  from  those  daaacs  who  pay  less  than  theiv 
just  shuro  uf  the  taxes  levied  apon  cQUHiitnptioii, 

§  351.   Many  kiuda  of  transactlotia  have  been  taxod 
hv  goverumonlB,  but  revenues  derived  from  auch  sourcea 

TMMOD        \i^^^  usually  been  of  aecondarj  importance. 

™»»»^»«»-  Tho  famoa3  Stamp  Act  of  1T65  waa  an  at^ 
tempt  to  tai  tran&feJ-3  of  real  eatate,  siiita  at  law,  hilieri- 
lajjces,  various  cuuiiiiercia.1  ttaiiaactloua,  and  marriage 
Jiceuaea,  hy  requiring  that  stampa  or  etamped  paper 
ehould  be  used  for  all  such  parpoaes.  In  1794  tlie 
United  Stales  levied  taxes  upon  fialce  at  auction,  and 
three  years  later  stamp  duties  wero  imposed  up^n  many 
kinds  of  legal  Etnd  commercial  i ost rumen  te.  These 
taxes,  &s  well  as  the  other  parts  oF  the  interna!  rerenufl 
fivstera,  wei'e  repealed  in  1802:  hut  similar  ones  were 
reintroduced  in  1813,  only  to  be  alyolished  again  tn 
1817-  During  tho  Civil  War  a  most  cstensive  e^-atem 
of  stamp  duties  was  imposed  upon  almost  all  kinds  of 
business  am)  legal  transactions  where  legal  iuslrmneulB 
were  used T  and  nnles  afn  auction  were  again  taxed-  No 
inconaiderablo  ren»nne  was  secured  from  this  source, 
but  the  taxes  were  repealed  at  the  close  of  the  war 
pcnodn  Finnlly  tho  war  revenue  act  of  1895  has  re- 
cently impoaed  stamp  tJi^ies  on  bills  of  exchange,  tranft' 
fera  of  stocks  and  bonds,  hills  of  lading,  bank  checks, 
telegraph  mRsaa^es,  md  some  other  trauR actions. 

These  taxes  may  be  a  convenient  and  legitimate 
source  of  revenue  if  tho  rates  arc  moderate,  nnd  do  not 
obsti'uct   busiriose   or    Ic^l    transactions.      This    Inst- 

mentionod  danger  is  a  real  one.      Taxes  on  receipts, 
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for  inBtance,  lead  to  the  neglect  of  a  necessarj  buaiuesa 
form  whtjrij  uiily  eiu^U  jiiuouiita  aro  i>.>ncerried>  The 
stamp  tax  recently  imposed  ou  bank  checks  opentioaoi 
ia  objectionable  Iwciiuao  it  tends  to  discourage  ttieieua* 
the  use  of  checks  in  BmaU,  everj-day  transaeticns,  and 
will  retard  the  devclopmaut  of  deposit  banking  in  coun- 
try districta  where  it  ie  especially  desirable,  la  a 
majority  of  cascB  transfLCtion  taxes  lu'o  borne  by  the  cou- 
Humer  or  jmrcbafier,  slaco  they  increase  the  expeuae  of 
supplying  him  with  the  conmiuilit/  or  Beirice  rendered, 
This  is  the  case,  for  inataocc,  with  the  tax  of  one  cent 
oil  ezpresa  receipts  and  tele^mph  mCBsagesi  imposed  by 
the  law  of  1893.  But  tho  result  Is  sometimce  diffci^ent. 
The  tax  of  one  ccnb  on  parlor-car  tickets  hcs  been 
borne  by  the  transportation  companies,  perhaps  because 
it  forma  but  a  very  small  percentage  of  the  prices 
charged  to  patrons,  and  the  ccmpauiea  can  afford  to 
neglect  it 

§  352.  Many  of  onr  American  commonwealths  levy 
poll  or  capitation  taxes,  Tbese  are  imposed  at  a  uni- 
form  rate,  as  two  dollars  per  poll,  upon  all  y,m»a- 
males  between  the  ages  of  20  or  21  and 
45  or  30.  They  are  poorly  collected,  and  are  usually 
evaded  by  all  persons  who  do  not  have  to  pay  taxes  upon 
property.  The  total  receipts,  therefore,  are  amall.  In 
a  few  states  payment  of  a  poll  tax  is  made  a  condition 
precedent  to  voting,  with  the  reauit  that  each  political 
party  paya  the  taxes  of  many  of  its  voters.  Corruption 
necessarily  follows  from  sLch  conditions.  The  poll  tax 
has   been  abaniioned  iu  most  clTiliied  coutiLiies,  and 
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muflt  be  viewed  ftfl  on  uitiqu&tcii  linaDciot  ejipedicnt. 
It  is,  moreorer,  unjust  in  its  opcratioa,  since  it  exacts 
eijUHl  conlributirrns  from  all»  regardless  gf  the  difTereat 
ubilUms  of  taipa|ers. 

§  353^  American  states,  countieB,  uid  towns  have 
loDg  derived  most  of  their  revenue  Erom  the  general 
ttemmi  pr<}p^rtj  tax,  which  is  supposed  to  be  levied 
vrntnytax-  ^j^^  ^\{  the  property,  both  real  and  per-' 
Bona]^  in  the  possession  of  taxp&yers-  In  the  census 
jear  1S90,  tbe  total  anicunt  of  our  stjite  and  local 
revenues  was  placed  at  ^84,S35,C0O;  and  of  this  sum, 
taxes  on  property  yielded  $443^0^,000.  or  about  seventy- 
five  per  ceut.  It  appeared,  furthermore,  that  all  the 
taicB  other  than  that  on  property  which  were  raised  in 
Hiis  country,  by  federal  or  local  authorities,  brougbt  in 
about  §453,000,000  ;  so  that  the  property  tax  was  iiciirly 
as  important  as  all  other  forms  of  taxation  combtned. 

While  there  are    Bomo   differences   in    the  methods 
pursued,  the   lave   of   the  various   states  provide  that 

ibBMtwBan  ^^^*^^^^''^  ^^^^  ^  empowered  to  make  an 
udmcrrtiai-  exhaustive  enumeration  of  all  kiuda  of  tax- 
able property.  In  this  work  of  afisesBment, 
taxpayers  are  often  called  upon  to  malte  deUiled  stato- 
meuts  of  theii'  posaessioua,  and  thta  usually  must  be 
doHQ  under  oath;  but  the  assessors  have  the  power  to 
correct  these  declarations^  whene^'er  there  is  naaeon  to 
euspcct  tbat  a  full  disclosure  bos  not  been  made. 
Finally,  taxpayers  may  appeal  to  higher  officials  or  to 
the  courts  for  rectification  of  erroneous  asae^aracnls. 
Ths  property  is  supposed  to  he  rated  at  its  true  value. 
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and  the  tax  rate  is  a  certain  per  cent  of  the  essessed 
valuation.  Local  tasea  are  levied  upon  the  aeBesament 
rolls  of  each  town  or  county  ;  but  the  tux  for  etate  pur- 
poses, after  the  amount  to  bo  raised  has  been  deter- 
mined, ia  apportioned  among  the  Tarions  local  uiiit^ 
upon  tba  banla  of  the  respective  valuationa  of  their 
taxable  property.  In  this  way  the  amount  finally  col' 
leeted  from  each  taxpayer  is  the  aeim  of  the  rates  levied 
for  Btate  purposefl  and  for  local. 

In  its  actual  operation  the  gonoral  property  tax  causes 
great  inequftlity  in  the  diatribufcion  of  the  tax  levied 
for  pfjite  purposes.  Each  board  of  local  mjajt  ippar- 
a^sGBsors  has  a  atrong  inducement  to  under-  ^tc^F^m 
valne  the  taxable  property  found  in  its  own  tu^ 
district,  because,  by  such  a  course,  the  amount  of  the 
Btate  tax  apfjortioned  to  the  locality  will  bo  reduced. 
The  rcault  is  that  property  ia  almost  never  rated  at  its 
full  value;  while  the  aeaCBBed  valuation  may  be  only  ten 
or  tn^cnty  per  cent  of  the  true  valuation  in  Home  Hections, 
aud  (la  high  as  eighty  or  ninety  per  cent  in  others.  Ta 
one  state  the  valuations  of  real  estate  in  different  coun- 
tieB  have  ranped  from  five  to  one  hundred  per  oent  of 
the  Qclual  selling  price  of  the  property.  It  followa  necca- 
aarily  that  the  burden  of  atato  taxation  is  distributed 
most  unjtiBtly  among  the  various  local  units.  To  remedy 
this  dlificnlty  atate  boards  of  equalization  have  been 
formed,  and  Jinthorized  to  correct  these  ineqiinntiea  of 
apportionment.  But  this  could  be  done  only  by  an 
actual  revaluation  of  alt  the  property  of  the  state;  and 
the  boards  of  equalization,  at  the  beet,  can  merelj  pro- 
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c€cd  by  rovgli  guesBwork.    In  many  ciises  nnBeemlj 
conteAta  ensue  between  city  and  country  iuteresU,  each 

sceting  to  controt  the  boards  and  to  lacreoae  tbe  other*! 
Bh&re  of  8t£,t€  bQrdeDB. 

A  second  GiLUBe  of  tbe  groBBOst  icjustioe  ia  tho  failuro 

of  tbia  tax  to  rc&cb  perBoaal  proporty.     A  large  part 

,    ,^  of  tbe  wealth  of  a  modern  commiinity  con- 

Ib  laUim  to      ^  ^ 

rcMcii  vcmoti  BiBts  of  Corporation  etocka  and  bonds,  morU 
gages,  notcB,  book  accountH,  and  otber  forma 
of  intangible  personaUy  that  easily  escape  tlie  aharp^at 
invostigation  of  the  asaGaBors-  Moreover,  these  of^cialfi 
arc  usually  elected  by  tbe  votca  of  tbe  men  whom  they 
bare  to  asBeaa,  and  they  arc  not  inolincd  to  adopt  veiy 
ngoroua  me&ne  of  diacovering  the  JeBs  tangible  proper^ 
of  the  votera,  Muat  of  the  personal  propert-y  that  ia 
aotTially  reached  conaisU  of  stock  in  trade,  machinery, 
and  liTB  stock  or  other  farm  capital.  In  1896  nearly 
tw'}-thirds  of  the  persopalty  taxed  in  Maes  a  cbu  soda 
consisted  of  tangible  guods  of  this  character.  In  1860 
the  total  assessed  valuation  of  personal  property  in  all 
the  staf^p  was  $2,125,000,000,  while  real  estate  was 
valued  at  $3, 891*, 00 0.0 00.  In  1H%  tlie  personalty  irai- 
flssesBGd  at  only  $6^16,000,000  whLe  realty  was  asaesai 
at  818,956,000,000.  it  will  be  noticod  that  in  forty 
years  tbe  asaeasod  Talu^tion  of  personal  property  hod 
iiici'caacd  by  only  f4,S91,0(JO,000;  while  that  of  real 
property  iucreaaed  by  *15.057,000,000.  Now  it  is  a  well 
known  fact  that  during  thifl  period  tliere  haa  been  a  very 
^reat  increase  of  pt^rsonal  property,  especially  In  its  less 
tangllsle  fomu.    Yet  its  assessed  valuation  now  forma  a 
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flmaller  prcportion  of  the  total  property  taxed  than  waa 
tlie  ca^e  in  1850.  In  the  State  of  New  York  tha  propor^ 
Hon  of  personal  pro|»erty  has  consLautly  decreased,  imLil 
nine-tenths  cf  the  burdeu  of  taxfttioo  foils  upoa  roaL 
estate.  In  the  City  of  Brooklyn,  in  1395,  personal 
pj'opcrty  bore  Uat  than  two  per  cf^itt  of  the  total  tti^.  In 
New  York  the  richest  men  in  the  country  are  asseaseJ 
for  only  a  few  hundred  thousand  dollars  of  persanal 
property,  whea  their  known  inrestmentcs  Jn  corporate 
eecuritiea  yield  aimual  incomea  that  amount  to  millions. 
It  may  bo  stated  as  a  general  principle,  therefore,  that 
the  taialion  of  personal  property  "  is  in  invorso  latio  to 
its  quantity  " ;  and  that  "  the  more  it  incrcasee,  tJio  leaa 
it  paysn"  An  LoeTitable  result  of  this  is  that  state  taxa- 
tion falls  with  uudue  weight  upon  the  country  distrid§, 
I  where  there  is  little  iutaugiLle  wealth,  and  personal 
^■property  exiata  in  the  form  of  household  goods^  live 
^■Btock,  and  farm  implements,  all  of  which  cannot  hope 
^Bto  escape  the  asaessor. 

^p  Ono  other  kind  of  abused  arising  from  the  present 
;  property  taxes  must  not  he  orerlooked.  AVhile  all 
I       roat  estate  eau  easily  he  founfl  hy  the  anseH- 

Bor,  the  valnationa   of    different  properties  ciauofnai 

e  often  most  uae^^ual.  As  has  been  ecen, 
and(}r valuation  is  the  general  rule;  and  it  is  probable 
that,  throughout  the  country,  the  asseesment  of  real 
property  docs  not  exceed  one-half  of  its  actual  value. 
The  systematic  under  valuations  that  prevail  open  the 
door  to  gross  aLuses  in  some  of  our  lai'ge  cities,  where 
the   most   valuahle   lots   and   buildings   are  sometimes 
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aJTwcAsed  mucli  more  liglitly  than  smaller  properties. 
Tliuft  in  Cliicngo.  a  few  yearfi  agOj  it  waft  found  thai 
sevect^  of  the  clioicest  pieces  of  real  estate  were  assessed 
atleeBtliannlnepercent  of  their  ti-uQvaJue;  while  eighty 
»mall  e&latcB]  worth  $4,000  and  less,  wore  &89eB8dd  at 
uimoat  sixteen  per  c&at  of  the  actual  Belling  price. 

But  we  caQnitt  stop  even  here  in  our  fitatemeut  of  the 
evilft  that  JittenJ  the  jireaeut  administration  of  the  prop- 
erty tax.     Existing  laws  oiTer  to  taxpayers 
adied  by  the    terrible    inducements    to    commit    frauds. 
When  each  citizen  is  compelled  to  declare 
under  oath  tho  full  yaluo  of  his  property,  perjary  is  the 
usual  result.     An  honeet  man,  vho  desires  to  pay  all 
that  is  jufitly  due  from  him,  knovs  that,  if  he  tells  the 
vhole  truthj  be  will  have  to  hear  two  or  three  tiiues  his 
fair  burden.     Thus  our  preseiil   laws   punish  hnneaty 
with  a  double  load  ^f  taxes,  and  allow  the  dishonest  and 
nnacrupulons  tax-dodger  to  escape. 

It  is  extremely  difficult  to  present  in  a  few  paragraphs 
an  adequate  discLsaion  of  the  incidence  of  the  general 
iBdd*oe*  «f  property  tax.  We  raust  reuliae  at  tlie  outlet 
tliat  we  are  not  dealing  with  one  tax,  hut 
ratlier  wiUi  a  grcup  of  diverse  taxes,  whicli 
may  be  classllied  as  follows :  (1)  a  tax  on  land ;  (2)  a 
lax  on  coriflumahle  goods  in  the  hands  of  their  owners  ; 
and  (3)  laiea  on  investmenta  of  jrrivate  capital,'  The 
incidence  of  the  tax  on  land  will  be  first  considered. 
This  tax  is  levied  In  this  country  upon  the  selling  price 
of  the  land,  and  it  is  virtually  graded  according  to  the 

t  '■Filt&tecapnal"IiQH6ditFiftl3r  ib  Clu  Hnfleeiplniiierl  in  |«0, 
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amount  of  rent  that  each  tract  yields,  aince  the  selHug 
plaice  IB  the  annual  rental  caplLalizcU  at  the  ciirient  ratas 
of  interest.  Now  a  tax  levied  upon  economic  rent  must 
be  borne  by  the  landowner,  and  cannot  be  shifted,  Tho 
ront  of  laud  is  determined  by  the  superior  advantages 
tbat  DUO  tract  furnialica  for  tho  invOBlmcnt  of  capital 
orer  the  opportunities  offered  by  the  poorest  fcraota  util- 
ized. Tlie  landlord  will,  if  competition  ia  active,  eiact 
from  the  tenant  all  Lliat  the  superior  situation  or  quality 
of  his  land  enables  him  to  demand.  The  imposition  of 
the  tax  will  not  alter  the  situatian  sc  as  to  change  tbe 
economic  rent  and  euablo  the  landlord  to  shift  tlic  bur- 
den onto  the  tenant  by  charging  a  higher  reutaL  But 
it  is  impoi'tant  to  notice  that  the  land  ta:c  in  thU  coualry 
IB  a  burden  mainly  upon  the  original  owner  of  the  prop- 
erty at  the  time  that  a  new  inx  Is  first  laid,  or  an  old 
one  iucreased.  This  is  becauae  a  prcspective  piircbaaer 
will  mate  allowance  for  tho  tax  when  he  determines 
how  much  he  can  afford  to  pay  for  tbo  land.  lovcst- 
mciitB  in  corporation  securtticd  and  many  other  things 
largely  escape  taxation  under  our  present  methods.  A 
man  will  not  purchase  land  unless  he  can  obtjim  from  it 
the  sume  return  that  can  be  secured  from  these  untaiod 
investments;  and  he  will,  occordirjgly,  offer  a  smaller 
price  than  he  would  be  willing  to  pay  if  the  land 
were  untaxed,^  Thus,  if  a  tract  of  land  yielded  an 
annual  rent  of  |5,000,  and  tho  rate  of  interest  on  equally 
secure  invcatments  was  five  per  centj  its  selling  price 

1  If  aH  frtrma  of  niTMtniflnt  yrrra  uiAd  viEh  itt  Bftme  oen^nlf  u 
tuidt  lb*  atu  wonJd  LpO  otherwiH. 
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would  be  $100,000,  Now  if  a  tai  of  $500  should  be  im* 
posted,  proapcctivu  purchaeora  would  deduct  ^10,{)00«  tlie 
capitalized  value  of  Ibe  tas,  fi'om  tlio  price  tbaL  ihay- 
would  be  willing  Lo  ^my  ;  u-ud  tlie  buiden  would  fall  en- 
tirelj'  upou  tlie  original  owuer. 

The  property  tax,  in  the  second  case,  reacbea  many 
kinds  of  couaumers*  goods  iii  the  hands  of  their  owucrSf 
3.  OflcoBiim^s'^ch  as  dwoUing-Uousea  inliabited  by  own- 
en'  FODOL  gj.g^  household  furniture,  and  the  like.  All 
these  goods  are  not  kept  for  sale  or  for  hire,  but  solely 
for  the  owners'  use-  Consequeutly  the  fax  cannot  be 
shifted  onto  tenuntB  or  purchaserflj  and  must  be  boroe 
by  the  ownera  of  the  property. 

In  the  third  caae,  the  general  property  tax   is  sup- 
posed to  fall  upon  all  kinda  of  private  capital  iuresbcd 
foi'  the  sake  of  income.     If  the  purpose  of 

3.  On  iDVSt'  ' 

ntcntio/  the  laws  were  actually  accompHshed,  ao 
thiit  ail  poaaible  Helds  uf  investment  were 
taxed  equally,  the  tax  coidd  not  be  shifted,  and  would 
be  borne  by  the  ownera  of  capital-  Thia  is  for  the 
reason  that  shifting  can  take  place  only  when  capital 
can  be  withdrawn  from  an  industry  that  is  taxed,  on 
investod  !u  otliers  that  are  free  from  taxation.  When 
this  can  be  done^  the  taicBtion  of  capital  lurested  in  a 
few  industries  results  in  a  readjustment  of  prices, 
which  will  finally  enable  the  taxed  investmeuts  to  yield 
the  flaoio  return  as  tlioso  which  arc  untaxed.  Now 
the  wholesale  evasion  of  our  property  tax  leaves  a  largo 
part  of  the  ileld  for  investments  virtually  untaxed,  so 
thai  it  is  frequently  pussiblo  for  sLIfting  to  take  place. 
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Sf>mo  of  the  moro  important  kinda  of  inreatmenta  need 
to  be  examined  BCparatelj,  (A)  Taxei*  ii|hhi  dwelling- 
honsQs  tliat  are  built  for  liire  are  m  large  measiira 
ghifted  onto  the  occupier,  since  capiCaliflta  will  not 
mnto  Bjch  investraonts  iinleas  the  same  rate  of  retnm 
caii  be  obtained  as  can  be  secured  in  untaxed  cuter' 
pTieOfi.  In  (KLBe,  however,  a  lessened  demand  for  lodg- 
inge  makes  the  supply  of  hotisea  greater  than  the 
number  actually  required,  then  rentals  will  have  to  ba 
low^ercd  and  the  tax  will  fall  npon  the  ownerB.  Tliia 
Ib  because  the  enpital  Invested  In  the  form  of  houses 
cannot  be  withdrawn  and  applied  claewhere  in  new 
enterpriaes.  {B)  Taxes  npon  buildings,  machinery,  and 
stocks  of  p;oods  used  in  ooramorco  or  maiiufiLCturca 
would  also  be  shifted  if  competition  were  pcrfoct  But 
these  investtJicnts,  when  once  made,  are  highly  special* 
iKcd,  and  trade  conditions  often  make  it  difficult  to 
ahift  such  taxes  npon  consnmerH.  Tbu»,  for  inatAncc^ 
competition  by  foreign  producers,  or  by  producers  more 
advantageouBlj  situated  in  some  other  part  of  lUe 
country,  may  render  it  imposeible  for  merchanta  or 
manufacture rs  to  raise  prices  and  shift  the  tax.  {iJ) 
The  same  considerations  apply  to  tascs  on  buildings, 
live  stocki  and  implements  used  in  agriculture^  and 
with  added  force.  American  farmers  sell  a  Inrge  part; 
of  their  producla  in  foreign  markets  whoro  prices  are 
dotermiaad  by  international  competition.  Moreover, 
they  are  slow  to  adjuBt  themselves  to  now  conditions, 
so  that  coiapctition  acta  very  imperfectly  upon  agri- 
caltural  industry,    lb   seems    rcadonably  ccrtoiD  that 
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ta^eq  upon  fariuiii^  capital  arc  bomo  hy  the  farmers 
themaelvea.     (i))  Tasca  upon    mortgages  operate  Tery 
differently.     The   ca[jital    investind    ia   Uita   manner  is 
nioro  freo  to  sect  the  most  profitable  fields  of  invpBt- 
mcnt.     It  can  in  a  few  yoare  leare  any  Btate  cr  coni- 
munitj  where  unnsiifll  bnrdone  aro  pliced  upon  it*  and 
haa  repeated!/ done  bo.     Tho  roanlt  is  that,  whei^c  our 
tai  laws  actuall/  reach  mortage  inrestments,  the  tax 
ia  Burelj  sliirted  ujmn  the  borrowerj  in  ilia  form  of  il 
liigher  rate  of    intereflt.     In  many   states    uaortgngeal 
practically   evado    all    taxation ;    but  when    they    ar* 
reached,  as  in  California,  the  rato  of  intereBt  ie  higher 
than  that  asked  for  other  equally  safo  investments,  and 
higher  by  something  more  than  the  amount  of  tho  tax. 
(E)  Finally,  we  mfij  mention   ta&ca   upon    corporetioai 
stocks  Qitd   bonds*     For    the  most    part   theae   pscape 
taxation,  but,    when  they  are  reached,  the  probfibility 
la  that  shifting  often  takes  place,     (f)    The   ri^SLitU 
of  tho  foregoing  discussion  need  to  be  qualified  in  tho 
caao  of  taxes  that  reach  entorprifice  of  a  monopolistic 
character^    Tbeua  cannot  bo  shifted  if  they  are  fixed 
in  amount,  or  if  they  are  proportioned  to  monopoly 
profits.    TtiiB  has  been  explained  in  a  previous  chapter 
^§  201). 

Our  general  property  tax  has  been  shown    to   be 

largely   a  tax   upon  real   estate,   since   most   persr>na1 

Qjuuiuiiiiu      P''*>P^>'*yi  except  that  of   a  tangible   form* 

boB«niij«  tiie  eacapcs   the    asaesaorSi      In  its  apportion- 

ment  there    ari^    the    grossest   inequalities 

between   different  towns   and   countaQB,  while  between 
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IndiTidual  citiEenB  ita  burdens  tiro  often  dietributed 
wit.htiiit  IHq  remotest  appro£Lch  to  justice.  More  than 
tilts,  it  has  become  a  fruitpful  source  of  demoralization, 
ftuJ  la  ay  stem  nti  cull  J'  educa-tiiig  our  people  iu  linhits 
of  fraud  and  perjury.  In  theory  the  tax  is  unjust  na 
a  main  source  of  public  revenue,  since  property  U  not 
the  boat  measure  of  ability;  and  in  practice  "tbogon- 
eral  property  tax  as  actually  admiiii&tered  is  beyond 
all  doubt  ona  of  the  worst  taxes  known  in  the  civilized 
world^^'^  It  baa  been  abajidoned  in  most  otlier  coun' 
tries  us  a  principal  form  of  taxation,  and  is  condemned 
by  practicaUy  all  stndeuta  of  finance. 

§  354<  Tbo  stocks  and  bonds  of  businesB  corpora- 
tions have  been  taxable  under  the  theory  of  tho  gen- 
eral property  tax,  and  our  states  have  corpcmtioa 
undertaken  to  find  and  assess  corporate  '"^ 
secucitica  in  the  possession  of  tbeir  citi/etis.  But 
these  efforts  have  met  with  little  success,  and  the 
general  property  tax  has  utterly  failed  to  reach  ench 
intangible  forms  of  personaL  property.  Accordingly, 
various  states  hare  adopted  a  more  successful  ea^pedi-' 
ent,  —  the  ta:iation  of  the  corporations  tJiemselres ; 
and  tltese  special  taxes  upon  corporations  have  assumed 
increasing  importance  aa  the  rnunber  of  corporate 
enterprises  has  increasedn  It  is  almost  needless  to 
add  that  the  states  have  foumit  it  much  easier  to  deal 
directly  vrith  &  corporation  than  to  discover  and  asaoss 
its  etoclcB  and  bonds  in  the  hands  of  individual  holders, 

^  Seliomxs,  EoBayftiD  TjUAtiuti,  A  I.     AU  stndenU  of  the  aqIiJacC  bftv s 
failed  to  find  wardfi  Htrcng  ^oagd  to  da  jiutit^  ta  thfi  tniquitiei  «f  tha 
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H     The    dovclopmcnt   of  specid   corporation   taxes  in 
manj  states  l^aa  takon  the  form  of  tLc  tajtatioa  of  banks, 

1^^  iuHiiraiice  companies,   railroada,   telegraph 

tUicurpnra-  and  expiTSSCUiiipames,  and  Bome  otlicr  cor^ 
Ijorate  enterprises.  Banks  an?  commonly 
ixed  upoa  tLeir  capital  Block,  the  corporation  usually 
being  roqaircd  to  pay  the  tax  and  to  withhold  the 
amounts  from  the  dlvidcnda  received  hy  the  share- 
holUera,  This  method  of  collection  is  called  '^  fitoppage 
^feit  the  fionrce;"  and  hy  means  of  it  private  JDoomes 
may  be  fcunJ  and  taxed  with  entire  certamty  at  the 

I  source  whence  they  ariee.  In  additioD,  banks  pay  tho 
Tct'ular  property  tax  oti  their  real  estate,  Inaurauce 
companies  arc  naually  taxed  upon  their  prcmiams,  or 
groas  receipts,  but  Bometlmea  net  receipts  are  niado 
the  basis  of  assessment.  llailrt>Euis  are  taxed  in  a 
great  variet)"  of  waya.  In  many  slates  the  gross  eam- 
Klngs  are  taxed  \  in  others  the  tax  is  levied  upon  the 
value  of  the  outstanding  stocka  and  bouds.     When  a 

(railroad  operatos  in  diffcreat  BtatcB,  tbo  tax  in  any 
linglo  atato  is  usually  levied  upon  an  amount  of  gross 
earnings  or  outstanding  accurities  that  corresponds  to 
hho  propQrtion  \f'bich  the  mileage  of  the  railroad  la 
that  stat,e  bears  t<)  tho  total  mileage  of  the  system. 
Snmeticnes  this  special  tax  fakes  tho  place  of  all  other 
forms  of  taxation ;  in  other  cases,  the  roads  are  sub- 

Iject  to  local  taxation  of  their  real  estate.     Telegraph 
companies,  fiuatly,  are  taxed  upon  their  groea  receipts 
br  their  mileage. 
I   In  some  states  a  general  corporation  tax  Las  been 


TAXATION  IN  TBE  UNITED  STATES, 


635 


establiahf]d,  and  made  nppHcablo  to  all  corporations 
esecpt  those  otherwiae  (U'ovidcd  for.  Thus  Peuos^l- 
vania  impuscs  n.  tax  of  five  miUa  on  each  ^ 

'  Tat  BeociiJ 

dollu*  of  actunl  T&lue  of  the  capital  atock  nrpDAtiaa 
of  all  corpcrationa  doing  bueincBB  withiu  ita 
lioundariei,  licsidce  a  tax  of  four  mlHs  on  each  dollar 
of  interest  paid  on  corporation  bonds  or  certificates 
of  indeijtcHlneBB.  TLis  takes  the  pliice  of  all  local 
tasfiticn-  While  New  York  la  tlie  only  state  that  has 
gono  a.s  far  aa  Pennsylvania  in  dovolopiiif,'  a  general 
corporation  Ua^  a  rntmbcr  of  others  have  taxes  tbat 
apply  to  domestic  corporations » 

The  diversity  of  practice  in  different  etatea  makea  it 
dilTicult  to  describe  corporation  taxes  in  a  few  para* 
gr&phs,  and  the  student  should  siipplenicnt  THefiitiucor 
this  Btatement  by  b  carefnl  study  of  the  eys-  ^""^i*^** 
tern  employed  io  bis  own  locality.  It  seems  certain  tbat 
the  constant  increase  in  tho  number  and  importance  of 
corporate  imdertakings  will  result  in  a  corresponding 
development  of  this  form  of  taxation.  In  home  casea 
more  revenue  is  now  collected  for  state  iMirposes  by 
means  of  corporation  taxes  than  by  the  generd  property 
ta.\,'  It  18  to  be  hoped  that  the  old  and  futile  attempts 
to  make  the  tax  on  property  reach  corporate  sconritiea 

^  Id  lB9fi  MaanorliDBetrd  dollectcd  fi^r  stnCc  fiUFpooCB  0,31T,S9I  hv  mr- 

TennQnt  in  1994  c^illcclcil  ^913,0^  from  the  tax  on  corpttmH^iiUH,  niid 
(£64,097  fruoi  thai  Dii  pnrperLy.  In  1890  (hu  cenADa  NhoweU  ihnt  lU] 
-cf  ihe  StAtea  tfrci-\ved  ^1,S37,8«fi  fniu  toxoi  apoii  coTpoF^Ciona.  Tbia 
AmuuDl  la  miicb  lugoi  UhIaj. 
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in  tlie  bftnda  of  the  holders  vill  be  entirely  superaedcd 
b>'  tftxcs  Dsaufised  directly  upon  the  corjjoratiuna.  Thid 
will  make  it  possible  to  collect  taxes  from  titc  companies 
thcLnsclves,  and  wiK  make  evasion  difhcult. 

In  the  taxation  of  corporationa  the  chief  difficulties 

encouuLerBd  art;  of  a  kgul  ch^iracter.     Citiieiia  of  one 

I  ouercouu-   ^^^   ^^T   charter  a  company   in   another 

*'^*^™*        state  for  the  purpose  cf  carrying  on  bitai- 

ness   in  a   iozea   others,     Under  such  conditiona,  the 

work  of  framing  a  state  corporation  tos  ia  vqvj  dit^ctilt. 

tas  upon  the  groaa  receipts  of  a  corporation  chartered 
n  another  fitate  ia  invalid  if  that  corporation  derives 
itH  iacomo,  oven  in  part,  from  iiileretate  bvisiueasj  bc*- 
cause  it  b  held  to  be  a  restraint  upon  interstate  com- 

erce,  which  is  beyond  state  control.     Again,  a  state 

n  which  a  company  is  chartered  cannot  tax   corporate 

bonds  owned  by  non-residents,  becauae  such  a  tax  would 

tend  to  property  and  interests  beyond  its  jurifidictioii. 
If  the  federal  government  posseaaed  coiiatitutioiial  au- 
thority to  toi  corporationa  and  distribute  the  proceeds 
equitably  among  the  atatoH^  ^11  those  troublGs  could  be 
easily  removed.  As  it  is,  the  situation  is  a  ditlicult  one ; 
yet  much  has  already  been  acoomplishcd.  Recent  au- 
thorities favor  a  tax  upon  that  part  of  the  net  receipts 
corporations  which  is  derived  from  business  tranaact^nl 

ithin  the  state  levying  the  assessuicutT  provided  that 
the  trafile  ia  of  such  a  chanict^r  that  this  proportion  can 
be   ascertained,  and  provided   farther  that  the  courts 

ill  uphold  such  a  system.  If,  however,  the  courts 
ehould   decide  othorwieo,  it  would  be  bMt  to  levy  tho 
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tfix  upon  that  part  of  the  market  ralue  of  tho  capital 
stock  plus  the  boadod  dolt  wLich  ia  employed  within 
the  state. 

g  355,  License  taxes  upon  varioua  bEiamess  and  pro- 
fesaional  pursuits  have  ofteu  been  enaploj-Gd  in  tlie  UQited 
States.  Jn  1794  and  1813  tho  federal  gov- 
ernment  imposed  eucb  taxes  on  Bome  cUsaea 
of  liquor  dealers,  but  tbeeo  imposts  i^oro  not  permanent 
During  the  Civil  War  a  most  citcnsiTQ  a/stem  of  licenae 
taxes  wus  imposed  on  merchants,  bankers,  brokers^  and 
profoaaional  men.  In  some  caaes  these  ware  lised  sums, 
in  otbers  they  were  roughly  graduated  according  to  the 
amount  of  business  transacted.  In  general  they  were 
regi'oasiro  in  tholr  operation,  and  bore  heavily  upon  the 
amalJer  dealers.  After  the  war  we  retained  only  the 
federal  license  taxes  upon  dealers  in  tobacco  and  liquors, 
but  the  war  revenue  act  of  1808  imposed  taxes  on  bank- 
ers, brokerst  proprietors  of  places  of  public  amuaement^ 
and  pawnbrokers. 

Fraeticilly  all  o£  our  cities  Rud  many  of  the  statea 
make  use  of  license  taxes  upon  certain  occupations. 
These  arc  usually  fixed  sums,  but  are  some-  jtitewdtooi 
times  graduated  in  a  manner  that  roughly  ii«a»ei»a. 
corresponds  to  the  abilities  of  the  tai3ja>erfl. 
In  the  cities  of  the  South  a  very  estcnsive  system  of 
tasGB  on  business  and  professional  pui-suita  ia  often  em- 
ployed. In  one  city  licenses  were  required  a  few  years 
ago  for  fifty-eix  clasaca  cf  occupations.  Sueb  tases  tend 
to  restrict  competition  from  new  enterprises,  and  tbey 
bear  with  very  unequal  weight  upon  tho  smaller  catab- 
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ILfthmentfL  Inotlier  parts  of  Uie  couDtrv  license  charges 
^kre  impoBcd  oalj  upon  a  few  occupations,  such  &»  ihe 
buBiness  of  Liquor  dealers,  peddlers,  pawubrokers,  and 
the  like.  Taxes  upoa  the  aalo  of  liqnora  usubUj-  yield 
far  more  revenue  than  dJL  the  re»t  of  these  license  t&xea. 
But  PennB^lrania  has  a  syateui  of  mercantile  liceufiea 
on  pi^ddlers,  nierchanU,  stockbrokers,  thea^trea,  etc, 
from  which  tlie  state  government  derived  a  revenue  of 
9541,870  iu  the  year  1S97.  In  some  states  the  receipts 
from  liquor  licenses  are  divided  between  the  stoto  and 
local  governments.  Thus  MaBsachusetts^  in  1896,  re- 
ceived |i7ST.000  from  this  source;  and  turned  over  io 
^■the  towns  and  cities  the  remaining  three-fourfJis  of  the 
tax.  New  York  now  derives  from  taxes  upon  the  sale 
of  liquors  a  very  large  revenue,  which  amoont^d  to 
^,215,860  during  the  year  lS9d.    These  license  taxes 

(ere  employed  partly  for  the  purpose  of  rogulatjug  and 
Tcstricting  the  traOiOf  especially  in  the  caee  of  the  tax 
u])Ou  the  Bale  of  intoxicating  liquors*  But  the  Itjjuor 
tax  is  an  important  souroe  of  reveuue  to  most  cities  and 

r)  Bome  of  the  states- 
g  356.   The  inheritance  tax,  as  it  Is  popTilarly  call 
I  imyMjaed  '*on  the  devolution  of  property,  whether  real 
TWiaiert-     o^"  personal,  whether  by  will   or  by  ijit«3- 
t"^'"'       tocy."     It  IS  extensively  employed  to-day  in 
iGrrnt  Brifain,  Swlt/erlanil ^  and  Australia;  and  has  been 
itroduced,  m    some   form,    in  fifteen  or  more  of  our 
ttntes.     In  most  of  theee  commonwoalthe  only  eolUte- 
ral   h^heritanecs  are  taxed,  but   in  some  cases  direct 
Inlier^tnnoca  are  also  includcdi    The  tax  has  met  with 
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Bucb  general  favor  tliat  ite  adoption  in  other  atates  Bccma 

merely  a  questian  of  time. 

In  leryitig  Llie  inheiitaDCQ  tajc  a  certain  miuiinum 
amount  of  propi?j'ty  is  exempted  from  \\a  operation. 
Thus  in  Massachusetts  no  estatG  is  taxed  H^tiiodjgf 
unless  itfl  value,  after  all  debts  ore  paid,  "■«*«>iJ«t. 
exceeds  $10,000.  In  that  Gtato,  also,  boquefits  for  edu- 
cationuli  charitable,  or  rcli^oua  purposes  aro  exempted* 
In  Ohio,  Illinois,  anc]  Miasouri  the  rate  of  the  lulieritaucc 
tax  hoB  beeu  mailo  progressive.  When  this  is  doue,  the 
rate  should  not  only  be  higher  on  large  estates  than 
upon  small,  but  olaa  higher  for  collatei-al  inheritances 
than  for  those  in  the  direct  line. 

In  theory  inbcrltaoco  taxes  are  just,  siocc  the  receipt 
of  an  inheritance  of  $10,000  or  more  is  cortainly  a  good 
indication  of  ability  to  bear  public  burdens-  _ 

*  *^  Dvcnilaii  of 

Id  practice  the  taxes  imposed  by  our  States  loiKiiuuEt 
have  worted  well,  since  they  are  easily  col- 
lected and  aro  subject  to  much  less  evasion  than  many 
other  forma  of  taxation.  Most;  estates  have  to  pass 
through  the  probate  courts  bccaneo  it  is  diUicult  other- 
wiBO  to  determine  the  assets,  settle  the  debts,  and  effect 
a  just  distribution  among  the  heirs-  Thus  pnbliaity  is 
eoaured,  and  the  collection  of  the  tax  is  fairly  certain 
and  very  inoxpensive.  While  it  might  be  possible  to 
inereoae  the  rates  of  inheritance  taxes  eiilliciently  to 
check  the  growth  and  transmission  of  large  fortunes,  no 
Buch  consideration  is  involved  in  the  imposition  of  a 
moderate  tax,  which  can  be  easily  defended  as  a  moat 
just  method  of  raising  public  revcuna    Even  a  moder* 
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uUiij  progrcasive  rate  c&n  be  jodiified,  since  it  cor* 
re»|fondft  better  to  tbe  abilities  oE  the  tAipajera  and  cao 
l»t  collected  with  certaialy  (§  84C).  Of  course,  this  tax 
fulU  tIidII/  upon  the  recipient  of  the  inbontance,  who 
baa  no  way  in  wbieb  he  may  shift  tbe  burden.  Some 
stJLl^B  already  find  tbe  lax  on  inberilancca  an  impor- 
tfljil  branch  of  revenue.  In  1898  Now  Yerk  received 
81,997^10  from  thie  source;  while  Pennsjlrania,  in 
1397,  receired  $dd4,74L  The  extenaioa  of  the  tax  to 
all  biherltances  in  excess  of  410,000,  whether  direct  or 
collateral,  aod  the  imposition  of  a  reaaonably  high  rate 
would  enable  most  of  Uie  states  to  collect  a  large  ro- 
venue  with  little  expense. 

The  war  revenue  act  of  1898  cstablisbcd  a  federal  tax 
upon  iuheritancos  of  personal  property  whenever  the 
— — .,  estate  exceeds  $10,000-  Tlie  law  fullowa 
tiituaiuibcH'  correct  principles  in  malcing  the  rate  lighter 
upon  property  passing  to  direct  relatives 
tlian  upon  tb&t  paaaing  to  distant  heirs,  and  in  gradu^ 
ting  the  tax  according  to  the  size  of  the  estate.  The 
highest  rate  imposed  would  be  fifteen  per  cent  upon  e»- 
tutee  exceeding  $1,000,000  that  pass  to  the  most  distaut 
collateral  relatives  or  to  '*  strangera  iu  blood."  It  is  to 
be  hoped,  boffever,  that  this  tax  will  not  be  retained  as 
a  permanent  feature  of  our  federal  revenue  system. 
"Mtiuy  states  are  already  taxing  inheritances  with  the 
best  of  results,  and  others  are  sure  to  adopt  this  form  of 
taxation  in  tbe  absence  of  the  complications  that  may 
nrise  from  a  similar  federal  tax.  All  tbe  revenue  that 
cun  be  properly  derived  from  tliis  source  is  needed  by 
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the  BtatoB  in  order  to  enable  them  to  effect  tlie  most 
nt^t^easury  reforme  in  their  tax  BystetUB.  The  needs  of 
the  federal  guvcrnmeat  can  be  met  by  other  metma,  and 
a  federal  inheritance  tax  will  probably  lend  to  chock 
this  desirable  movement  toward  the  general  adoption  of 
this  furm  iif  taxation  by  thestateB. 

§  357.  Income  taxes  are  levied  in  proportion  to  the 
income  of  the  taxpayer-  Great  Britain  has  employed 
a  tax  of  this  charaoter  continuously  since  -xiKiaaioE 
1842,  and  now  derivea  about  *T5,900,00O  "^ 
from  thia  source.  Italy,  PrufiHia,  Saxony,  and  other  Qer^ 
man  states  also  tai  locoinea;  and  within  recent  years 
similar  faxes  liave  heed  established  in  Holland  and  New 
Zealand.  In  this  country  the  taxation  of  incomes  was 
formerly  practised  by  some  of  the  statca  ;  but  the  tax 
was  poorly  admiaiatorcd,  and  has  been  abaudoned  in 
most  cofiCB.  Only  Yirginia  retains  a  general  income 
tax,  hut  a  few  other  states  hare  taxes  on  certain  kinds 
of  incomes.  The  revenues  secured  in  this  manner^how- 
ever,  are  unimportant. 

During  the  CiWl  War  our  governmont  levied  a  gen- 
eral  income  tax,  which  yielded  $72,982,000  in  1866. 
After  that  time,  however,  the  law  was  modi- 
nea    by   reducing  the  ratfl   bhu  escmpting  ooD«t> 
incomes  of  less  than  $2000,  so  that  the  re-  "^*"*'" 
ceipts  declined  until  the  tax  was  abandoned  after  1872. 
Tn  1894,  in  order  to  provide 'needed  revenue,  another 
income  tax  was  ostiiblishcd ;  but  thia  was  declared  nn- 
conatitutional  before  it  had  gone  into  operation.    The 
ConetitutioD  requires  that  repreaentativea  and  direct 
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taxes  fihall  ba  apjwrtiotjcd  among  the  several  stat^ 
"  according  to  their  respective  numbers-"  Con^resa 
ha«  attempted  to  Icvj  such  an  apportioDed  tax  on!/ 
three  timea^  and  tiie  results  have  been  very  unaatis- 
factory.  At  tbc  present  day  the  rarioas  aections  of  tlie 
country  differ  so  widely  in  point  of  wsalLli  that  aay  t4i3c 
li^vied  according  to  uuoibers  would  be  absolutely  repug- 
nant to  all  ideas  of  justice;  and  the  eiperiinent  wilt 
probably  never  be  tried  agaia  The  income  tax  of  186 
TQfl  not  apportioned  among  the  states,  but  was  levied  aa 
an  indirect  tax  upoa  incomes  wherever  tbey  might  he 
found- 

The  law  of  1894  followed  the  same  method;  but 
the  Supreme  Court  decided  that  the  tax  was  a  direct 
ta2  within  the  menning  of  the  Constitution  and  could 
be  levied  only  by  the  rule  of  apportionment,  Thia 
decTBion  was  reached  by  a  divided  bench,  and  reversed 
all  precedents ;  for  it  had  been  held  prcmualj  that 
poll  and  land  taxes  wore  the  only  direct  taxes  contem* 
plated  by  tha  Const ttutiun.  lis  effect  is  to  make  federal 
taxation  of  incomes  practically  impossiblOf  since  ftD 
apportioned  income  tax  would  be  a  aheraeful  mockery 
of  all  jiietieo.  Although  this  decieion  bas  been  ac- 
cepted as  final  by  the  tax-dodgers  who  attacked  the  law 
of  IBM,  it  ia  not  certain  that  it  commended  iteclf  to 
tlie  best  tliOL^i^'lit  of  the  country,  Lowell's  words, 
vrltten  concerririg  the  Dred  Scott  decision,  are  de- 
cidedly ]>GrtinBnt  here;  "With  history  before  ns,  it  la 
so  treason  to  question  the  infallibility  of  &  ooort;  for 
courts  are  never  wiser  or  more  venerable  than  the  mett 
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composing  them,  and  a  decision  tbst  rGvorsos  precedotit 
cauuot  arrogate  to  iteelf  any  immunity  from  reversal/' 

An  income  Lax,  if  ib  can  be  well  enforced,  is  one  of 
tTie  most  just  forma  of  Laxalionj  since  income  is  a  better 
test  of  faculty  Uian  any  other  single  cHte-  xMUiewToi 
rion.  If  it  is  a  general  tax  iipon  all  farms  tisciacomc 
of  iucome,  it  cannot  be  oaBily  sbiftcd,  as  hoa 
been  explained  in  a  previous  paragraph.  If  some  fonna 
of  income  are  exempt,  or  if  tlie  tax  la  partially  evaded, 
it  then  operates  like  &  t&x  upon  special  farms  af  investr 
meat,  and  is  lilcely  to  be  shifted.  But  in  any  coae, 
wherever  it  reacUes  the  rent  from  land  or  the  ineome 
from  monopoly  privileges,  it  probably  rests  npOD  the 
persons  upon  whom  it  ia  assessed.  In  framing  ineome 
taxes  it  is  usual  to  exempt  small  incomes,  of  less  than 
S^OO,  for  instance.  This  can  be  justified  upon  tvo 
grounds.  The  recipients  of  such  incomes,  in  the  Qrst 
place,  are  certain  to  bear  a  dUproportionate  share  of 
the  taxes  levied  upon  consumption  j  and  the  exemption 
of  this  miaimum  amount  serves  to  equalize  the  whole 
burden  of  taxation.  In  the  second  place,  a  taz  upon 
fiucli  small  incomes  costs  as  mncU  to  collect  as  it 
bringH  iato  the  public  treasury;  aud  is,  therefore,  not 
au  ecoiiDmicu.1  nicaiiure. 

Unless  the  best  methods  are  employed,  the  income 
tax  is  difficult  to  collect    The  tax  levied  during  the 
Civil  War  was  not  framed  as  wisely  as  it  ^^^^^^,^ 
might  have  been,  and  was  eubject  to  a  great  irwionofU' 
deal  of  evasion,  esf^cially  after  the  war  liad 
come   to  au  end-     it  encountered  bitter  hostility   In 
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BOme  quarters,  Aft  did  the  tax  CfltabHshcd  In  18d4;  but 
thia  opposition  was  largf^ly  confined  to  a  single  locality, 
vberc  the  ncliest  men  of  tlie  conntrjr  ore  gathered  in 
large  numbers.  In  England  and  other  countries  income 
tables  liavc  been  constantly  improved^  and  operate  moi't 
aatiafactorily  tlio  lou^r  they  romuiu  in  force.  Tie 
EiigHali  laws  divide  lucoineB  into  fivo  classes^  and  at- 
tempt to  reach  roTenue  at  its  aourcefi,  vhcnecrtr  that 
can  be  dcno.  This  method  U  capablo  of  ext«naive 
application.  Taxes  on  incomes  derived  from  corpors- 
tion  sccuntioa  can  be  collected  from  tho  corporationa, 
and  the  same  thing  can  bo  done  vith  the  salaries  of  the 
employecH  of  sucb  compauicB.  The  rent  of  real  eatate 
CEin  be  easily  nficertaint^d ,  and  can  bo  collected  from  the 
occupier,  Avho  can  deduct  it  from  his  rent,  if  ho  be  a 
tenant.  If  the  land  is  mortgaged,  a  proportional  amount 
can  be  deducted  from  tho  interest  paymcnta.  8alanrs 
of  public  officials  can,  of  course,  be  taxed  readily  at  tho 
source.  This  leaves  only  three  kinds  of  Incomes  un- 
provided for^  triz^y  profits  from  the  cultivation  of  land, 
the  proGts  of  unincorporated  manufacturing  or  mcronn- 
tilo  eutorprisos,  and  tbo  earnings  of  professional  men. 
In  these  cases  it  may  bo  neecasary  bD  employ  personal 
declarations  of  the  taxpayers ;  ^  but  the  tax  ofUcialtt  can 
eecare  various  external  criteria  by  vliicb  to  test  the 
accuracy  of   tho    atatementa  returuedt  so  that  gross 

1  la  Eu(;]uii]  tha  toi  ca  agriculniia]  proflu  ta  flxod  41  a  cojtAin  fn-r 
rvDt  nf  lb*  DLDDDol  vulne  of  tbe  prop«rtr.  tnri  dprlurtELoiu  of  lh«  t&ipnTar* 
Rro  not  n>qiiiT«i1,  Profcaiv^r  II.  C^  Adftnu  has  recanil^  <iiggr«i«|  n  pliui 
fir  tiuiikj;  ptofHoinbftl  iocomta  vrilboat  rMortiug  (o  doclAndou*.    S«« 
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«TafiioD9  oaa  be  preronted.  Ono  liLal  matter  should  be 
noted.  The  metlkoda  of  asaeasmcnt  just  outUncd,  which 
are  tihe  best  yet  dercloped,  preaupposG  that  the  rate 
of  the  iuconio  tax  will  Iw  proportional.  With  these 
methods  tlie  wJmle  aimount  of  a  peraoa'B  income  la  »ot 
determined,  and  the  government  must  eonteut  itself 
with  merely  ascortainiag  tho  particular  sources  of  rev- 
enue. It  13  manifestly  impoa^ibio  to  impose  a  prugree- 
%\'<i^  rate  under  these  condibLODa,  The  aacertaijiLii&nt 
of  e&eh  taxpayer's  entire  income  and  the  imposition  of 
a  progressive  rate  would  be  more  juMt,  if  such  a  thiog 
were  practicable.  But  a  proportional  tax  strictly  en- 
forced and  collected  is  preferable  m  all  respects  to  a 
graduated  tax  that  is  subject  to  wholesale  evasion. 

The  czpcrienoc  of  many  countries  shows  that  the 
testation  of  income  hnds  increasing  favor  as  a  just  and 
Inerative  source  of  publie  revenue.  It  seems  codctiuiodi 
probable  that  public  opinion  in  the  United  ^'^J^^ 
States  will  show  a  similar  tendency,  so  that  fan. 
income  taxation  may  become  a  li^e  issue  in  the  near 
future.  Some  writers  favor  the  imposition  of  income 
taxes  by  the  states,  oapcciallj  since  the  recent  decision 
of  the  Supreme  Court  makes  a  federal  Lax  hn[>ot^sib1e 
for  the  present.  But  it  wDuld  ])roljably  Ui  impossible 
for  the  states  to  o^terate  sucefBfifnlly  a  system  of  ineome 
taxation.  The  principal  reason  for  this  belief  is  that 
wealthy  persona  ean  bo  easily  movo  out  of  a  state  that 
tascs  incoiucs  into  another  that  imposes  no  such  burdens. 
New  Jersey,  Delaware,  and  other  atates  would  certainly 
old  out  inducements  for  people  who  wlahed  to  avoid 
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their  juflt  pablic  obUgations ;  bo  that  New  York  %xii 
Poonsylvaaia,  for  inataucd,  coolil  not  eatabluh  estiB^ 
tory  income   tnxcs,     A  eecoD4    reason  is  ioantl 
k'ifal  difBcLiltics  tUat  would  attend  such  tazation  if 
iltiotpcJ  by  tljo  statuii.    TLitse  ntc  of  tlio  tuuae  nnU 
those  wbicli  ntteod  our  aijito  corpomtton  taKPs.     A  fjjjal 
reoeoji  IB  that  a  aUito  could  not  apply  the  boat  mctliodt     i 
ot  collection  in  many  caaes,  bccaaso   tho    stoppage  ol     I 
iacomcB  &t  tho  fiouroo  could  not  be  applied  to  corpora- 
tionfl  chartered  in  other  etatee.    Federal   taxation  ui 
tiicomCB  would   be  tile  only  as tiaf ai^t'jry  pl;iri,  anc]  it  ii 
Biiiccrely  to  be  hoped  that  the  coaatitutional  ditHcultic^j 
that  nov  prei-eut  such  action  may  bo  ultimately  l^M 
moved.    The  federal  goveminent  would   be  free  fnwfl 
the  legal  difficulties  that  would  bcAet  the  Btatos  ia  a 
siiuilor  effort,  ttiid  dtizens  would  not  leave  th»  coantty 
in  order  to  avoid  their  obllgatums.     Finally,  tbe  fcdcnl 
ofliciala  would  adminiBter  tbe  tax  far  more  Btrictly  tlion 
tbc  local  aasosBors  could  possibly  do  under  the  prc&flure 
that  would  be  brought  to  bcnr  upoa  them. 

g  ^58.     In  concliidinf^  this  Biibjcct  it  will  be  desimble 
to  proBent  a  briof  Rurvey  of  the  entire  Held  of  American 
smBBUTT       taxation,  anj  to  show  in  what  dlrcctioiiB  iia- 
•ttonioSft     pr'ovciocnt   ia  desirable  and   ix)esible.'      In 
HKiied  statu,  order  to  gain  a  rational  Tiew  of  thia  subji 
it  is  ui!CL'BBiLry  for  the  atudent  to  treat  all  atafe,  foi 
or  federal  revenues  as  parts  of  one  ayatem,  and  to  c* 
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Bider  each  tax  in  its  relations  to  tbia  general  syatem  of 
finance.  Any  otlier  uietliod  of  procedure  resuJta  onl^ 
in  confusion- 

Customs  taxes  are  pnicticall?  reserved  for  the  ose 
of  tlic  federal  government  by  the  Constitution,  wbicb 
forbids  any  state  to  "  lay  any  imposts  or  THjerti  tm* 
dntiea  on  imports  or  exports."  Excise  tax-  ■^°" 
atJon  also  can  be  practised  only  bj  the  federal  author^ 
iticflf  since  no  state  could  nndortake  to  tax  the  production 
of  commodities  without  driving  manufacturing  industries 
into  other  states.  Thus  two  great  branches  of  revenue 
are  already  markod  out  for  the  eicliisive  use  of  the 
national  goverument.  Federal  taxea  ou  tranHactious, 
such  as  7orc  established  by  the  revenue  act  oC  1SC8, 
sbouM  be  employod  with  great  moderation,  sincQ  thoy 
are  likely  to  obstruct  commercial  or  legal  proceedlngB- 
It  would  probably  be  wise  to  resort  to  tbia  form  of  taxa- 
tion only  as  an  emergency  measure.  Two  other  branches 
of  rev&nue  would  complete  a  satisfactory  scheme  of 
fcdcml  hnauce.  One  of  those  la  tbo  taxation  of  inter- 
state comnaercc,  which  could  be  made  very  productive. 
This  is  advocated  strongly  by  Professor  Adama.^  The 
other  ia  the  taxation  of  incomes,  whenever  the  present 
conatfLuliounl  difficidticB  may  be  removed  either  by 
constitutional  amend. nont  or  by  another  change  in  tho 
attittide  of  the  Sopremr  Uourt,  In  times  of  ^iti^t  emer- 
gency both  of  tbose  taxes  nn-rhr  bo  needed  i  but,  undor 
ordinary  circumstancoe,  either  one  would  putlico.  If  a 
choice  is  to  bo  made  between  the  two  forms  of  i-cveauOa 

A  Tba  Sdouce  fit  Fiaoiice*  49i-4H. 
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a  federal  mconic  tax  votild,  in   tTio   judgment  of  the 
author,   bo    decided];   preferable.      Tbo    bulk    of    our 
national   incDme  wlU   bo  derived,  for   a  long   Urau  Uy 
come,  from  ejtdae  and  customs  taxes,  wTiicb  c^mnot  he 
made  to  operate  justl^^  since  expenditure  is  one  of  tha 
worst  poaaible  tests  of  n  taxpayor*«  factiltj.     An  iDCf^mo 
tax  that  should  exempt  all  incomoB  of  Jess  ihtkn  9^00 
would    bQ  the  beat  avatlablc  means  of  correcting  tht 
inorjualitics  of  the  other  p&rU  of  uur  fodcnil  rcTpnue 
aystc^ni.     Mureti^^er,  it  would  I>c  an  elastic    tax,  vhi<<& 
oonld  bo  cDflil;  and  quickly  increased  in  cases  of  emur- 
Such  a  feature  ta  sadly  locking  m  the  pre^^ni 
taxes  upon  which  tbc  autiocal  gorcrnoieDt  oov 
depends. 

Tim  worst  features  of  existing  methods  of  state  tax^ 
tion  are  found  in  the  operation  of  the  general  property 
m*te  uo-     *^^'  which  is  productive  of  the  worat  eaor- 
^°^  mitics  and  demands  immediate  reform.    Ex- 

perience hns  shown  conchiaivclv  that  personal  propertj 
cannot  Im  rwtclif'd  by  this  meaiiH,  and  that  gross  under- 
valuation of  real  Dstalo  canEiut  hi.-  prevented  ao  lon^afi  s 
state  tax  is  apporticned  among  the  lovtii  nnd  conntirs 
upun  the  basin  of  the  valuations  made  by  tlie  local  asBCd^- 
ora.  The  only  method  of  remedying  those  ctiIb  is  to 
abandon  the  futile  attempt  to  tax  peraotxal  property  la 
this  vay,  and  to  lofive  Llie  taxation  of  real  estate  isxcliJ' 
sivoly  to  tho  local  political  units.*    Personal  properly  can 

1  Stt  Tar  lis  tKa  tax  ou  rtm\  cstnle  it  I'va-^'fmtid,  It  \t  txtaodfwtkle  ihaX 
Witt  n^iPliuH  difllflnltiOT  nf  nDiiprv*liinttvii  ch-hU  \^  nmodl^  hj  iznaAiBj^ 
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be  reiLcbed  much  more  satUfactorlly  by  other  methods, 
^^  and  the  Btatea  can  secure  suflicicnt  rovonuee  without 
^Hbhc  tax  ou  rciU  OBt&lc.  Corporatioa,  mboritaQCc,  and 
^nicciise  taxes  hme  already  become  important  branctice 
^Hof  Btate  incomo ;  nnd  much  liirgur  i^cei^jte  can  be  secured 
^B^om  these  sources.  Peuiisylvauia  soms  yencs  ago  ceased 
to  tax  real  estate,  and  gave  thia  resource  up  to  the  local 
authorities.  Ita  revenues  are  now  derived  irom  corpora- 
tion, inhcritauce,  and  liceaso  taxes,  together  with  a  tox 
on  some  forma  of  peraoual  propertj,'  Nevr  York,  Massa- 
Imsetts,  and  some  other  states  are  now  securing  mure 
,Dcome  from  Laifcs  on  corporations,  niheritflnei-'ft,  and 
iconsca  than  from  the  state  tax  on  property ;  and  thei-e 
IB  a  growing  tendency  In  many  places  to  drav  an  iu- 
ifircoBing  amount  of  reronue  from  the  three  ta^cs  just 
mentioned.'  It  will  bo  seen  that  personal  property  la 
reached  in  a  considerable  measure  by  inlieritance  and 
rporation  taxes.     Such  other  forms  of  personalty  as 

I  For  the  vBDj  ISOA  tbo  jncome  of  the  Htate  wns  derived  from  Ilia  iaV 

'towiiig  [inLci^Al  BonrijiTs:   cvrpontiua  IHH,   $5,945,000;    iabcnlnucc  tnhi 

[#025,000;  titenffi]  lajtct.  £1,379.000;  tax  on  pcrsctiAl  proparLy,  S2,:i6,0oo. 

■  In  IMS  Ni*w  Yark  ra-oiTftd  »H,70C1,000  from  TOCporaliob,  [oheritB-neft, 

KccDAO  tikXH  ;  ivaA  S9,O3G,0O0  from  tlic  tax  nti   ptopertj.     In    1^9& 

MuwkcliaivUb  JcfLvciL  S4,339,o00  ffom  the  Brat  ihree  iaxc-b,  aiiO  tlJl^.OOO 

from  thnt  on  properij.    In  fnnrtppti  ofhflr  rtMpa  thn  c^U'itm  nf  ISflonfinwpil 

thai  tin*  r».'elpC4  from  curjvoratirnj  anri  lipr-nvo  Iaedb  torieJ  trom  thirty- 

three  to  Betenty  five  pai  rent  „{  thn  total  receipts  from  all  taxe.t  iwpflmltiir 

reported.    Tl^c  indasiua  Lif  iufif-rlLaDC«  taten  nouLJ  nutte  llie  percuuFAgefl 

In  §ome  cnaBj.    Termonl  []luttrate4  dppttrjallj  wHl  the  ppniuftiihiy  of 

fCarporation  tiies  in  d  itate  wlicre  tha»  iLfe  locotad  bat  ia^  Inrf-D  corpor- 

ifttfl  ladDAFi^'Ffl,      The  state  aoy--  IcHca  a  tax  on  property  only  in  oltematn 

In  1S92  and  1993  CLirporatJon  taxea  ^fielded  AA43,47e,     Durlr^g 

Mthis  period  miljr  J272,P5a  wm  f^«d  by  h  rtate  Uit  cm  propprty,  *hlrh 

[iraA  lerifld  odIj  in  lS9a,    Sm  WooDf  Taxjition  Id  Vannoat. 


5i^ 


PfUNCtPLES  OF  EC02fOiSlCS. 


IiouAobcld  effects,  stock  in  trade,  laacliiiiory,  lire  itock, 
Aiid  fArm  vin|ilciiit^]it4i  can  be  readily*  found  hy  asMssors, 
And  m&y  be  made  tbe  objeuto  of  a  npecial   Ua.^    TbJs 
resDurco  could  bt;  used  by  Uie  stated^  i(   it  hLouU  Iw 
ikocdGd  after  tbo  taxation  of  roal  estate  had  be<?n  abun- 
doaod  ;  it  could  be  employed  by  the  local  govenumutU ; 
or  its  proceeds  might  be  divided  between  state  and  it^col 
authoritJc&      The  only   important  forma    of    pereoual 
property  that  would  niit  be  roache^  by  stich  a  flclii-mc  of 
taxation  as    is    abore    outlined    would   be    morlgaf^c, 
promtasoi^  notcB^  and  book  credits.    Mortgagee  can  bo 
found  (f  rigorous  muthods  of  rcgifltration  ore  required; 
but  the  last  two  of  theae  itemA  are  almost  certain  t> 
eecai>ti  Uie  ajtaesHor,  uml  no  attempt  ghould  be  made  la 
reach  tbem.     Under  present  conditionSi  which  permh 
inortgago«  to  eBi^!i]ie  taxation  in  many  Btatee,  it  is  cf^^- 
tain  tiint  u  tax  on  mortgagoa  ia  fiurclj  shifted  oato  the 
borrower;  and  is  not  a  burden  upon  tbe  lender    The 
exemption   of  mortgages  from-  taxation    would   surely 
result  in  a  lower  rate  of  interest  on  fiueli   loans^  and 
wi>ulJ  work  no  injustice. 

Our  rarions  local  governments  should  dcrtro  much 

more  rerenue  thrui  ie  secured  at  present  from   pnUic 

Locd  tA3Ei-     frandiiaes  and  all  other   public    pn%-ilegt* 

*^"  There  are  many  indicntiona  that  this  will  l# 

done  in  the  near  future,  because  the  presaure  of  taxatiou 

baa  forced  upon  the  attention  of  property  owners  the  fact 

to  !!»(■»  (liDio  U[h>a  tUJa  UuLu    Thik  IiuifieiJii  Xh*  iinjuiaiivrUl  £e«DtM  vl 
tUuUUL 


LITERATURE. 


tliat  Taluablo  franchiacs  aro  now  giren  avray  without 
adequate  conipfUBation.  The  receipts  from  aucU  sourcea 
vould  supply  a  conaider&ble  portLon  of  tho  rercDues  re- 
quired by  our  cities.  License  taxes  are  also  availaUo 
{cyr  local  purpoaea,  especially  thoae  upon  the  ede  of 
liquors,  from  wiiicb  largo  receipts  already  accrue.  Other 
license  taxes  should  be  employed  with  moderation. 
What  other  rBvenuea  might  be  needed  could  easily  be 
provided  by  the  exclusive  right  to  tax  real  estate.  In 
1890  our  state  and  local  governments  raised  $443jC%,000 
by  the  taxation  of  real  and  personal  property.  Real 
property  made  up  74-4  per  ccut  of  the  total  assessod 
valuation,  oud  fumiahed  coneeqacntly  $320,500,000  of 
tbe  entire  receipts  from  tliis  tai.  It  is  evidentj  there- 
fLirc,  that  real  estate  can  supply  all  the  reyeaue  needed 
for  local  purposes  after  other  resources  have  been  prop- 
erly utilized.  Moreover,  local  assessors  would  be  under 
no  external  compulsion  to  undervalue  taxable  property, 
and  tJiia  tax  coutd  bo  aSBOBScd  much  more  equitably 


than  at  present. 


UTERATURE  ON  CHAPTER  XVn, 


General  Bconomio  TreatlBsa  :  ANt>nEwa,  TnBtitiit«a  of  Sciv 
iiomic.4,  '21&-2'J2;  Ei.\.  Outlines  of  Erninomicj,  316-372:  HaumiY. 
Kcoiiomicaj  447-^H;  JMiLu  Principlea  of  PoJilicjil  Kconomv.  Itk 
V.  Chaps.  2-7  ;  RirARDOt  PrixiciplBa  uf  PuUllcal  Economy,  t  liufib 
8-13;  Sm(TK,  Wealth  of  Nutiona,  Uk.  Y.\  Wxleer,  PoUticnl 
Economy,  475-BOo. 

TraBtiB«B  oa  Pitbllo  Ftnano* :    Adawi,  The  Scieocfl  of  Fl- 
naocoi  liArtTAni-Ei  PuMic  FluaaceiConr*.  TbeSoi«nce  of  Finance-, 


653 


PRINCtPLBS  OF  SCOSOMICS. 


^^    on  t 


IE, 


CoBBA,  Tufttiofi ;  DAMttt,  EkmontA  of  PiibUo  FIbadw  ; 

on  tbfl  Law  of   Taiation  i   Mc^'uu^CB,  TmaUm  oo  Taxation; 
Rr«s,  Snibing  Funds;  KoaswATrR,  Spwial  AHenmonta;  S 
.MAM*   Eaaaya    lb    Tucation;    Se:i,1q>ian.    PfognMiKi    T4:t»ti 

auAV,  Tbe  Shifting  anc3  liicideDcs  of  T&xatioTi ;   IVaz^kie, 
IVmblfl  Tajtatbn;  AVewj,  Prijiciples  of   Tai&tioti ;    West,  The 
Tiihpnt&nc0   Tai,     8««    bl0O   the    foLloving   iirticle«    in    I^iadn's 
Cyfllopa!*!ii   of   Poli^cul    Soienee:    "  Bud^t "  ;     ''Cafilonn" 
"Dsbtfl";  "Exi^ise";   "Kbidnce";  ■  ItevEauc^  Public":  ■  T 
iflfl";  **T(iMticin"i  '"TreasuTj  Dcpartiu'inl," 

Works  Ralatlag  Pilmuily  to  AjdctIoui  Fluuiclal  Blvtory : 
Ar>A«iE4,  Tuntioii  ID  tlia  LTnilod  ^tatv,  l7Sa-lS16 ;  UaLueo,  Fi^ 
qiuujiilI  Uifltory  of  the  rnibed  Stales;  Burcit,  Tljrf  Amerkw 
Common  wealth,  Yol.  I.  Part  CI.  Chap,  id;  Ukhxtiv^  Tbo  PuiancM 
L>f  Non  York  Chj;  Ei-r.  Tai^Uon  in  Aiii«di<Zku  States  Ktd  CiLic«; 
HoLt.A>DEit,  Tha  Financial  LLfitory  of  Haliimare^  Howk,  Tk%- 
utiuu  in  the  tTnitod  States  under  tbo  iDlcmnl  [leveiiuit  Sy«Vni; 
Kearkft.  SUlcb  of  Am«KcaD  FinAnceii,  1740-1^5;  Pj,riiv, 
Tlic  Qoi^«rat  property  Tax  la  CaJifoniia;  Sc.'utt,  Tbe  IUpi»dUtk>n 
of  Stuie  I>cbtd;  Taitbfuo,  T&nfT  llUlorf  r>f  L^d  Uuiterl  StM^L 
L'RPAiiL.The  Fee  Sjiit«ia  m  the  tTmted  SiMtfs;  \Vuui>.  Hietu^ 
of  Tmjition  in  Vermont:  WontntN^Tow,  HisUirieM  Sicet^h  of 
the  Fiaanoes  of  PerniAylinhnU-  Sec  al^o  Uio  nrticle  "nuance. 
Araoricmi,"  in  Lat.oh'*  Cydop!»?t!ia  of  l\'llticiil  Scioofle. 

Referenaefl  to  Fjiunolal  Statiatloi  ^  ^Utlalloii]  Abalrvt  of 
tha  Tnited  Stftte**;  Eleventh  CeMSU*,  Rvport  on  WflftUh,  lMj\ 
*n(i  Tiiiatjon;  Annu*]  K-' ports  of  Ihe  !>e«Tetftrr  of  iJin  Tr»*»wji 
Bklihacax,  Finance  StaLiatica  of  Aoierioau  ConunonvreUtht, 


BIBLIOGRAPHY.  658 


BIBLIOGRAPHY, 

This  bibliograpli;  10  limited  to  the  worka  that  posseea  im- 
portance for  the  general  student.  The  &vt  part  of  it  h 
confined  to  Eoglieh  and  American  works,  or  to  tranalationa 
from  French,  Gerroanf  and  Italian  writera. 

For  more  complete  accounts  of  economic  literature^  see 
CossA,  IntrodoctioQ  to  the  study  of  Political  Economy ; 
BowKEB  and  Il£8,  The  Header's  Guide  to  Economic^  Social, 
and  Political  Science. 


L    ENGLISH  AND  AMERICAK  WORKS. 

Adama,  H.  C.    Public  Debts,    (New  York,  1S87.) 
.    The  RalatioD  of  the  State  to  Industrial  Action.    Publica- 
tions of  American  Economic  Association,    (Baltimore,  1887-) 

.    Taxation  in  the  United  States,  1789-1816.    Johns  Hopkina 

University  Studies.     (Baltimore.  1884.) 

.    The  Science  of  Finance.    (New  York,  1898.) 

Andreira,  S.  B.     Inatitutes  of  Economics^     (BoatoD.  1839.) 
Ashley,  W.  J,    latroductLon  to  English  Economic  Historf  and 

Theory.     (New  York,  1888,  1893.) 
.     (Editor.)    Economic  Clasaics-     (New  York.) 

1,  Adah  Smith,  Select  Faasagee. 

2,  RiCARDO,  Six  Chapters.   ' 

3,  MalthuSi  Selectiond  from  Theory  of  Population. 

4,  Mum,  England's  Treasure  by  Porraign  Trade. 
0.  JoNRB,  Peasant  Rente- 

6.  ScEMoLiiKB,  The  Mercantile  System, 


PRINCIPLES  OF  ECONOMICS. 


AtUiuon,  B.  BcpCTt  OD  BimeUllina  id  Eompe.  Cocialns 
tmniJbtiod  of  A^  Soetdeer'b  Materiali  on  the  Economic  Condi- 
IJODS  AtTectiag  Iho  riccious  Met&b.     <^'&sliiijetc>a.  19^70 

8Iov  Bnraiiig  Couatnu-lioii.    Centory  Mag^u«,  Februorv, 

' .    Our  Eoormoiu  AntLnal  Lcaa  by  Fire.    EngineeHTig  M»ga- 

,     Tlie  Science  of  Nubrition-     (Boston,  ]8B6,) 

Atwmtex,  ^7.  O-     FoodW&ataiD  AmehcecL  HoaAehold^^     Fonim. 

f^ptember,  1$9Z.    Also  bcg  Ceatut;  Mjigume,  18ST  uid  ISS&. 
Bagehot,  W,    LcmbanJ  Stroct,     (Now  York,  1^33.) 
Baenall,  W.  R.     Tiie  Teitile  luilusbriei  of  the  [Jiuteil  BUt&L 

(Cnmbridgo,  ISDS.) 
BaiUagb^  J,  C.     While  Servitude  lo  tbo  Cobnj  of  VIrpiiiia.    Johiu 

UDpktQH  Uai'(*crEity  Studies  in  HistoriciLl  aud  FuUticaJ  Scidn(». 

(Baltimore,  1805.) 
Bancroft,  O.    History  at  tha  C»ited  StAt«».    Anther's  lavt  n> 

riiioD,     (New  York.  1801.) 
Bamett,  8-  A.    Prac^cabl*  Soclaliam-    (London  and  New  Tork, 

Bauet,  J,  fl.    SInvery  and   Serritiide  in  the  Colony  of   Nortli 

Cbrolma-     Johaa  LlopkiOB  Uuiretsity  studios  in  UutoHeal  and 

PoUtical  Scienae.     (Didtimore,  1890.) 
Baatable,  C.  F,     The  Commerr?^  qI  NatJons.     (London,  ISOS.) 
— .    Iteory  of  Iiitarunligaal  Trade.    (DubUti.  1887.) 
.    Publio    Floance.      Second   edit!  on.     (Loiidon   and    New 

York,  18350 
BdfltiBt,  T.     Snpbitms  of  Prntection.      (New  Tort,  lf^74-) 
Batohotder^  B.     Early  Trogreaa  of  tbo  Cotton  Mftuitfocturo  in  tbe 

Unil^  States.      (Boston,  1803.) 
Boer,  O.  L.     Hic  Commeroittl  Policy  of  Eneland  toward  tbe  Amer^ 

ican    Colonies-      Columbia    College   Studies.       (New    York, 

1B03.) 
BBllamy«  &.     Looking  Tiark ward.     (l^ostcHii  1889.) 
Bomia*   B.   W.     Mnnidpal    OwnorsbJp  of    Gas   in    tho  Unlltd 

States.     FiLblieaLiuos  of  tbe  Aujerlcan  Ecouomla  A^iiwi-latioii. 

(PftltimoM,  IttOl.) 
^^    (Editor)    Manlcip&l  UonopoUea.     (Nev  York,  1300.) 


BIBLIOGRAPHY. 


6£$ 


Blkhop,  J,  II    nifitorj  of  Amencu]   Manubctur^p   1603-1530. 

{Itiiladelphia,  ItJSI,  18Q1,;) 
Blanqul,  J.  A,    Eifllory  <fj  Political  Ecouam/  lu  Europe.     (Xew 

York,  1880.) 
Bobm-Bawerk,  B^  von.     C&pllal  ood   Int«r«stp     (Lvaduu  and 

New  York.  18&0.) 
,    Foaitivo  Theory  of   CapibJ.     (London  bud  Now   York, 

1S91.> 
BolleST  A,  8p     Fianaoial  History  of  tbo   United   SUtoa.    (Neir 

York,  1&7&-1880.) 
— ^,    Indnfltrial  Hutory  of  the  UniUd  States.     C^^o"^^,  187S.) 

Practical  Baukiue.     SiitU  edition.     (New  York,  laSB,) 

Botuno,  B.  O.     Uifltory  of  the  Surplua  Itovetue  of  l^il.     (New 

York,  1885.) 
Bowen,  P.     Ain«TicaD  Political  Ecoaomj.    New  eJitiotu     [New 

York,  1S85,> 
Bowk^T,  R.  B.  and  lies.  G.    The  R^adcr'A  Gtiido  iti  Economic, 

Soctftl,  end  Political  ticieoca.      (New  York,  13!J1,) 
BiAokotCt  J.  E.     Tlia  Ntgro  \i\  Maryland.     Jolina  Jloiikiofl  Uni- 
versity Siiidiea.     (Ualtimore,  I8b0.) 
BroBney.  T.     Fi^reigu  Work  and  Engliali  Wages.    (Loadoo^  187D>) 

.     Work  and  Wages,     (Laodoc,  1S73.) 

Bioutuio^  L.    Tl)9  Eeljuioo  of  Labor  to  the  Lav  of  To^y* 

(New  York,  1S31 J 
B(Do«,  P.  A.    Economic  Hietory  of  Vir^nift  in  the  Sev^utoentli 

Century.     <New  York,  16D6.) 
Btyo«,  J.    Tbo  AmencQEL  Common  iff  ealth.    Second  edition.    (Loo- 
don  and  New  York,  1H91.) 
Bulletin  of  the  Dgpaitmont  of  Labor,     PublUbcd  aaco   1SD5. 

CWaahlngton,  D-  C) 
CcdiBBB,  J.  E.     EMayB  on  Politicat  Eoonomy.     (London,  1873.) 
■ — — H     Leadirg  PrincipleB  of  FolHicil  Eccnymy.      SEcoud  odition. 

(New  York,  1^75.) 
CanDan.  B.    KlumeiiUry  rUltjcal  EeoTjomy.     Cl^n^on.  1&88-) 
^£tory  ol  ThfloriMof  Production  and  DiBtribution.    (I. 

don,  1898.) 
Caiey,    B,    C^     Priuciplea    of    Social   Seltsucti.      (Philadelpliia, 

ia37-iaii)0 


PRINCIPLES  OF  ECONOMICS, 


Caji.  L.    Miifiouri.     (Boflton  rktid  Now  York,  1868.) 

Carroll,  B-    PrinciplM  auil  Praclice  of  FinftnoB.     (N'ew  York  iiul 

«3hoyiiey.  B.  P.    EnrEj  AmericBn  T^nd  TemiiM-     The  Auti-Rcnt 

Ai^tQtitfti  in    Kew    York.     Publicatioin   ol    Lho  Uui^artily  of 

IVnnTijMuiia.     (Philmldpliim  1885,  l»a7.) 
Clatlc,  J-  B-    Capit:Lt  tnd  ita  t^atniTiga,    rubliajktiODS  of  AmAii- 

1:011  EemJiouilc  J^9aoaiatIUU>     (B&ltimore.  ISS^^} 

,     The  riiiJoiophj  of  WeiJlb.      (BoBton.  ISMT.) 

..     TLe    Theory   of   Ci'otioiijio    rVogreaa.     Iwiicmw    Sta<li«li 

American  Kconomic  AsaoHation,     (New  Voric,  1^0.) 
Cluk.  J.  B.,  and  Otddine*,  F.  B,    The  Modera   Diafcribatin 

Procwt.     (Boston,  1888.) 
Clu«,  O^     A  MoiiepMiuket  PHmflr.     (London,  l<Ur6,) 

1    The  A  n  C  oJ  tbfl  Foreign  Eichniii^M.     (I^ndori,  ISOV) 

CohUi  O'     IJintor;  of  PuUlicitl  Kcoimmy,      t^upplemont  to  Ann^li 

dT    American    Araileiny   of    Pulilical  Scitscii^-     (PliiliiJclpliiA,, 

'     Tha  SclenoQ  of  FiiiAnc«-    AmflriosJi  tnuuUtbLi.    (Cbiongot' 

JbD5.) 
ColaasAliamorchftnnltad&tatM.    1TA2-1304.    (WaahiDgtoQ. 

Commons,  J.  R.     The  Dutribntkiou  of  W«dthi     (New  York  A&d 

London,  l8Q3-> 
Cotmnt,  C-  A.      HJatorj  of  Modem  Banka  of  laaue.    (New  Yorkt 

18rjG.) 
Cook,  W.  W.     The  CurpoiaUou   Problem.      (New  Ycrk  &od 

Louion,  ISOI  ] 
Cooler,  T-  K-      GcMieral    PrinoLples   of    ConfltUuUonal    Law, 

Second  edition.     (BoAton,  IBlil.) 
Treatiae  oa  tho  Law  of  Tjutation,    Second  edition.    (Cbi- 

cagu,  1880,) 
CoftBa.  L.    liitroductiou  to  tb«  Study  of  Politie&l  Economy*   (Lon- 

dou  and  New  York.  1893.) 
TavBtJon,  lU   PrineipUQ  aad   AfetbodA.     (Xsw  Tork  bad 

London,  1^66.) 
Cmmingham,    W-       Ofllline»    of     English    Industrial    BUboiy. 

(Ntw  York  aud  LumJoo,  I59&> 


BlBLlOGRAPrTY,  S61 

CunnlDghamT  W.     Tfaa  Grovth  ot    Eng^Lab  Industry  uid  Com- 
merce.    {CarubriJge,  1300.  mf2) 

,     The  U*a  lud  Abuse  of  Money,      (New  York,  1801-) 

Daniels,  W,  M.     Llcinenta  of  PuMic  Fiunnce.     (New  York,  1609.) 

Darwin,  M.  U.     Bimetallisn:.     (Kew  York.  18G8,) 

Daveapcit,  B^  J.    Outlines  of  Econooiio  TbeoTj,     (Scv  Tork, 

1895.) 
DavldBon,  J.     Tka  Bflrgaio  Theory  of  Wages.     (New  York  &ii<l 

LoQ'Ion»  139  aO 
DawiOQ,  W.  H.      German    SociB.]iata   uid   Ferdicand    LasBnlle. 

fl-ondoQ,  1388.) 
Del  Mar,  A.      History  of    Monetary   Sjitems-      (London,   1896. ) 

.    Mciuey  and  Civiliiatiou.     (London,  1600.) 

D«vic«.  E.  J,     l^ooTiomica.     (New  York.  l«08,) 

Dlotionary  of  Political  Economj.     Edited  by  B.  H.  L  FftlgrftTB. 

(ly>D<!oii,  1S04  — -) 
Dodd,  fl,  C.  T.     CoHLbmationB:  Tliiur  UaM  and  Abiues.     (Naw 

York,  ISftS) 
Donaldson,  T,     ThG  Pablic  Uommn.    (Wwhi^gton,  D.  C.  ISM.) 
DgnjBtliorpe.  W-     Jndividonliaia,  A  Sj&lom  of  Politic*.    (London 

aud  New  York,  1899.J 
Dou£lafl.  W^H     Sumcnary  of    the  Britiflh   Settlementa  lu  ITorth 

America,     (Boston,   1755.) 
Dojle,  J.  A.     Tbe  Eueliah  Colontea  m  America.     (Now  York. 

1R80,) 
Dunbar,  C^  F,      Laws  of  the  United   Stat^  ralaliug  to  CurrQlicy, 

Fiiinnce,  ai\^  BiLukiog.     (Bosloc,  191*1.) 
,    Theory  aod  Hiatorj  of  Bankings     (New  York  and  London, 

1S01-) 
Durand,  E.  D.    Tbo  Fiaauoea  of  Naw  Yotk  City.     (New  York, 

1803.) 
EelfiBton,  M     The  Land  Syitem  of  the  New  England  Coloniea, 

Jftlmi  Ifripkiiia  [Tnivcrpity  Studies,      (Baltimore,  ISSB.) 
EUghty  Teata  Pragreaa  of  tba  ITnlted  States,      (New  York  and 

n't-rticflter,  l>tei.) 
EloToatli  CeoAos  of  tli<  tTnltod  StatoB.    (Wnahiu^n.  18S0 

Bly,  R-  T.     lotruduiiUon   Ut   Polltdcal   Eoonomy,     (New  York, 


6sa 


PEiyCIPLES  OF  ECOyOMJCS. 


By,  B-  T.     OaCHw*  of 


(N«w  T«<k.  13M.) 


.     Frendi  Ami  G«rasii  SocxAlin.     (X««  Tofk,  1SS3J 

ftecuiwn  ftud  Sooal  Bmlana-    (Svn  Tfrt.  13»1) 

.    FroUeouof  To-^f-     iMovd cdilioii.     (K«v  T<«fr,  lS8d.) 

<— >.    ^xatuo  ID  Amcfkau  Suks  hmI  Citks.     (New  Tgvk. 

18ft8-> 
.    TliQ  I^bor  UoreoMnt  Pi  Amena.    fi«eacd  afitioo.     (New 

York,  ISWJ.) 
Funr,  T.  B.    Tho  SUto  in  its  OeUbou  to  Tndi.     (Lottdoa, 

n^bflTr  L    AppTflci&tkOti  and  l&lercst-     Pablk«tioQB  of  Amerion 

EcouGLtuc  Associ^cD,     (Kew  Vork»  1396.) 
Foote,  A,  ft-    Th«  L«v  of   laiTorporBted  Compuiies  Opermtliif  - 

uailer  bluniEipal  FnmcEuHUi.      (CiaciniL&ti,  ISfhf.) 
Preacb,  B.  F-    Hutoiyof  ttie  Kiae  a&d  Pragren  of  thelroa  Tnde 

of  the  UiLiled  SiaUM.     (Nen  York,  l:^.) 
Qanaett,  H.    The  Building  of  %  Nation     (Sew  ToA,  lS9i5_) 
GcoTgo.  B.     Prognwfl  and  Fovcrtj.     (Sew  Ti3rk»  IS8&) 
CMbMnfl.  H-  de  B.    The  IndtJsCrUl  llisUny  of  EngUnd.     Third 

odilioTi-     (LoadaQ,  ISOl.) 
Qlde.  C.     Fniictptc»  of  Political  Econcmif.     (Bofttou*  1392.) 
Otmn,  R.     Tlie  Cue  against  BimeUlllAm.      (LondoD,  ISI'3.) 
GUman,  H,  P.     Profit  Sharing.     (Boston  uii  New  York,  183?.) 
Ooode,  C*.   B.       Tlie    FitiheHei    and   Fiahety  Indnatriea    o£    t1i« 

United  SUt^.     Section  V.     UiaioTj  and  MetbctJa  of  tho  FisL- 

oritM,     {^VaaliiiigtfiEi,  1887.) 
GoaoboQi  O-  J.     The  Theory  of  Fo^i^  Exchafi^.     EeTenlh 

edltJDii.     (Loudon,  IBQ3.) 
Ooold,  E.  R-  L,     The  Social  Condition  ol  Labor.    Johns  Hopkins 

UniroralLy  Studips.     (Baltimore,  1893.)    de«  al&o  Beviev  of 

Reviema,  February,  1HS|3. 
Ornham,  W.     Soeialism,  New  and  Old.     (Now  Yoik,  ISSL) 
Ciionlund,  Ii.     Tlifi  Cooperative  Commonwealth-      (Boilot,  IS&I,) 
GtOBToaor.    IV.    M.       Does   Protection    Protflct?      (New  Yoik, 

IdTl,) 
OontoQ,  O,     Principloa  of  Social  Kconomioe,     fNow  York,  1SS2-) 
HadLey,  A-  T.     Economics-     (New  York.  18M.) 
—    ■      Hailroaii  Traoflportfttion.    (Sew  York,  IfiSii.) 


BJBUOGRAPIIY. 


£59 


Halle,  B.  von.    Tmsle,  or  TDilostrlfil  ComblnaiJonB  Ia  tbe  Cnitod 

Sitttofl.     (New  York  and  Loi^don^  18&5.) 
Hamilton,  A.     1'be  Warku  at  IlamJllon.     Eilit^  b;  J.  C.  Hahtt^ 

TON.    (New  York,  1S50.) 
Hut,  A.  S.    pDriitalioa  td  th?  Uuioa-    (Nev  Vorh  aitd  LoudoD, 

1S»3.) 
Beara,  "W.  B.    Plutologj.     (Loudon,  1804,) 
Helm,  B,     The  Joint  Staadard.      (Loaaon,  JSfl4,) 
miareth,  R.      Uiatoij  of  tLo  United  Statts.      (New  Turk.  IS&O,) 
Hill,  W,     FiiBt  Htagea  of  tbe  TiLTiit  Policy  of  Oie  Uoited  Slatas- 

Fublicationa  i>f  Araericou  Economic  AaeocUtioo.     (Baltiiuorei 

Hlnidale,  B,  A,    The  Old  NortbwoBt.    (New  York,  I£8&) 
History  of  Coop«iatEoa  In  tbe  United  Btates,     JcLne  Hopkins 

Lniveraity  Studies,     ^liaUimore,  lt»SS-) 
HobaoHf  J.  A    The  Erolutioa  ot  Modern  Capitalism.     (London, 

HoffinoQ,  r.  fi.     The  Sphere  of  tho  SUtc,     (New  York,  IBDl.) 
HoUand,  T.  £L     The  Elemcnta  of  JurisprudeDte.      Fifth  tditiail. 

(Oifonl,  1800.) 
Hollander,  J.  H^    Tbi»  Fiu&ncial  Bifitory  of  Balttmora.    (Bal^ 

morcj  1800,) 
Bobt.  H,   Yoa. 

United  StatfiA. 
HoLyoakv,  Q.  J. 

1875.18790 
Horton,  9.  D.     SilTcr  k  Enropc.    (New  York,  1800.) 
Howe,  P^  G.     TaiiatJan  in  Lhe  Tlnitcd  StAtcfl  under  the  Tnteniftl 

Revenue  Sjslem.    (New  York,  1806,) 
Howell^  Q.     The  ConfliutB  of  CSipital  aiid  Labour.    (Londoo, 

13780 
— ~.     Handy-Bouk  of  the  Labour  Lawa-    (Liiudou,  139IS0 
lagle,  E,     The  N»gTo  in  the  DiHtrict  of  CoJunibia.     Johpa  Bop- 

kiua  OaivtirHity  Studies.     (Baltimore,  18UQ,) 

,     SoutherD  SidelightB.     (Naw  York,  ISltfl.) 

lagram,  J,  K.     niatory  cf  Political  Economj,     (New  York.  1888,) 
^^.      Hialoiy  of  Slnverj,     (LoudoM,  IsrJS.J     Sep  Ftrti(?t*'H  hy  Eaine 

author  k  Encyoh^piediA  Britannica  ofi  ■^FoUtio&l  Economy' 

&ud  "SUveiy." 


CondtituticD&l  aud  FoUUcitl   IIlBtor;  of   the 
(Chicago,  1876.) 
Uifltury  of  Couperaliuii  in  Englaud.     (London, 


BIBUOGRAPBY,  661 

£«vl,  L.    History  of  Britisb  Commerce-    (London,  1880-) 

Zdat,  F.    National  Syatem  of  Political  Economy.    (Philadclphiar 

1860.) 
Lloyd,  H.  D.     Wealth   agunit  Commonwealth.    (New  York, 

1894.) 

.    L*bor  Copartucrehip,     (New  Tort,  1898.) 

Lowellf  J.  S.    lodiutrial  Arbitration  aad  Condliatioii.     (New 

York,  1893.) 
MaoCono,  T.    Hutorical  Geography  of  the  United  States,     (Boa- 
ton,  1690.) 
MoCnlloota,  J-  R.    Dictionary  of  Commerce.     (London,  1S60.) 
— ,    Treatiw  on  Taxation.     (London,  1&45.) 
SIaosres<^,  J-     Commercial  Statistics  of  all  Nations.    Vol  TIT. 

treats  of  the  United  States.    Second  edition-     (London,  1850.) 
Mftoki^,  T.    (Editor.)    A  Policy  of  I-'ree  Eicbaoge.    (Xew  Yoi^k, 

1694.) 

.    (Editor.)    A  Plea  for  Liberty-     (London,  1891.) 

Maolaod,  H.  D,    The  Elementa  of  Banking.    Second  ecUtion. 

(London,  1886.) 
MdUartoT,  7.  Bh     History  of  the  People  of  tiie  United  States. 

(New  York,  1891-) 
IffoNall,  O.  B.     (Editor.)    The  Labor  Movement     (New  York, 

16D2-) 
Mftorane,  8.   M-    Working  Pnnciplee  of   Political   Economy- 

(Kew  York,  1890,) 
Kctne,  H.  J-  B.    Early  History  of  Institutions.     (New  York, 

1878.) 
MKiBh,  a.  p.     The  Earth  as  Modified  by  Human  Action.    (:^ew 

York,  1885.) 
ffarj^an^  A.    Principlefl  of  Economics.    Third  edition.     (Lou- 
don, 1895.) 
.  Elementa  of  the  Economics  of  Industry.     (London,  1802.) 

Mux,  K.    Capital.     (New  York,  1889.) 
lfill,J.  B.     On  Liberty.     (New  Yort,  1879) 
—  ^-,    Frinoiples  of  Political  Economy.    Ninth  edition.     (I^ndou, 

1868.) 
1I00T%  a.  &    History  of  Slavery  in  Maasachusetts.    (New  York, 

1806.) 

M 


«wj  

0*0,  J.    Hoport  on  tha 
Uie  Cnitad  Statoi.     (Woah. 

Oldmi^on^J.     TboBritiahQ 
'•^le^ave.  R.  BL  r    (Editor,) 

LiiA-eraiiyofPequayj^atiia, 
'     TJio  Ei*oaojnin  Baaia  of  3 

aitjr  of  Puaafl/Irania.     (phil 
Peny.   A.  1.      Iritioip|fl5  of 

Piehn,  a  C,  InLrodiictiori  b  P 
-  'D.o  GoQcral  Property  Tt 
'ta  of  Aiucrio^u  EoonoTiiio  Ai 

PoIIook.P,     Ti,»  Larid  La^r. 

Po«,  H.  V.  and  W.  a.     Muu.1 

Potter,  B,    Tbo  Coy^p,r«tive  M( 
7     A  Sliort  Historj'  of  l»oUtli 


BTBLTOCRAPnT. 


£68 


Kae,J.     Conlemporftry  fiorUlism.     iLondon,  1&S4.) 

.     Eiett  llourB  for  Work.     (London.  ISOI.) 

Hand,  B.     Sele^tloTiB  IlJiuimtTrg  EcoDomlc   TIiBtoi;  Aince  the 

Ecvfln  YcftrB  War,     (Cambridp;,  1833.) 
Report    In  HelatlaQ  to  Sn^ai    Tnut  and   the   Btandard   Oil 

IVoBt.    CommiUco  on  Maijufactums-    H,  oi  VI.    (Wo^hiu^too, 

Beport  of   tiaa  Monetary   Commlflsiou   ot  the  Indianapolis 

ConTeDtlon.     (Chicago.  1693.) 
Hcport  of  New  York  Saaate  Caramltt^o  On  the  InvosiiBatLoii 

Relative  to  Tiustft.     (Troy.  15S8.) 
ileport  or  Proceediiig*  of  the  lutematloiial  Uonetary  Cojifoi' 

ence  of  1670,     (W'a^Uinprton,  i870.> 
Report  of  the  Director  of  the  Mint  npon  Prodnctlt^a  of  Pr«- 

cionB  MotEila  in  the  TTaltcd  StatoB.      (WashiagtOM,  19^5,} 
Report   on   the  Foreigc    Cominerce  and    Ifavigadoc    of  tbo 

Uuitad  States  for  the  Tear  1895,     (Wjtihiugton,  18DR,) 
Heport  on  the  Internal  Commerce  of  the  United  StaUB  for 

the  Year  1895,      (Wigbin-ton.  lt^I>6.) 
Report   oi  the  Intemattonal  Moaetaiy  CQafeience  of  1892. 

RspijjtB  of  the  Chicago  Boaid  Qf  Ti^ade.     (Chicago^) 
Repuita  of  tho  Ne^v  Vark  Produce  Eicobaiige.     (New  York.) 
RepoitBoftha  ITuited  StatDs  CommifiBioner  of  Iiabo«>    (W&eli- 

irgtoii,  I88G .) 

R6Bum6  of  Fremont'a  Rxpeditioa.     Ceubury  Mag^a^  XLI. 

759-7  SO. 
Rioardo,  D.    The  vorka  of  Rlcaido.    Edited  bj  J.  Q.  AtcCulloch. 

(London  <  ISSO) 
Roberta.  B,  H-     Goremmejit  Hevenae.     (Boston,  1684.) 
Robinson,  W.  C     El^mehUc-y  Law.    (Boston,  ISS?,) 
Rogen,  J.  R.  T.    Sii  t'oclari™  of  Work  and  Wages.     (New  York, 

1884.) 
,    IndoBtrial  and   Commeroiol  llistory  of  Engjaiid.     (Kew 

York.  ie&3.) 

.     TheEt'onomic  ititerprotation  <»f  niwlory-   (New  Tort,  l&BB,) 

BoGMvelt,  T.    Lifa  of  Tbomaa  H.  BeuUin.    (BmIod  aud  Nev 

York,  ie87,> 


ttU 


PlimCiPLES   or  ECONOMICS. 


RooMTOlt,  T.    Ibe  WiiminK  of  tlie  M'ert.     (Now  Tork,  IM 

) 

RoHchei,  W,     rollticftl  Economf.     (Sew  York,  1676.) 
Roaewater,  V.    Coat  SUtiilici  of  PubliD  Eloctne  Lighting.    Pa1>- 

Uutionji  ol  AmorlcfttL  SUtiallciU  Society,     (Boaiob>  ISUS.) 
■  — .     SpeciaJ     Aift^MmenU.      CoJunibi^   LTnWemEHjr    8Uidir's   la 

llUtor;.  Ecoiiomica,  and  Public  Law-     (JJpw  YofJc,  It^-) 
Rou.  B-  A-     ^LDkin^  FunilA'     PubLicotloiis  of  Autvricau  Ecuii^r 

ralo  AsMmUUdii.     (BnltiQKjro,  IBQii,) 
Salmon,  D-  EL     Report  on  tJio  Elistorj  oud  Prueut  Coudilion  of 

tiio  ^bcep  lTkdu«trj  of  (be  UuJte>l  -Sutra.     (Wocbirijiton.  J^iPS^} 
Bate.  &.     HirituriF  of  thtf    LbuU  Qucstioa  In    tb«   Uuit^ifd   Stated 

Jabne  Hopkins  Uoivenitf  Studies,      (Bjiltimorf.  18SCI  J 
finr.  J-   B,    Tri^Eitl^c   oil   roliiical   EooDomy.     Third  AmeHcAn 

edhtioa^      trhiLjidtiEphJA.  1327) 
ficbii!D«>  A.    The  QuiDlL-aieaiK  of  SocialiMn-     Third  edition. 

Bcbloia.  D^  r.     MetUoib  of  IndoatriAl   KemunenitioiL    TUrd 

©.iition,    (l^ntion.  199S,) 
Bchoabot  7.     Tbe  F^onomj  of  Tligh  Wfrgi-a^     (New  York,  IfiftS.) 

.      ETi'iory  iif  Mmi[»y  and  Prices,     (Ni?w  Yorb,  im*C.) 

BobouloT,  J,     IJiftorjof  tlie  Uckltd  SUtee  of  AmeriL^.     (WmL- 

ingUiri.  18H00 
BobWAb,  J.  C.     History  of  the  Nflw  York  I-ropflrtJ  Tia.     PublE- 

cjitiuiiP  of  Anmricait  Econoniia  Auociittion.     (BaJtimora,  IdOTK) 
Boott,  W.  A.    Tba  K«pudi»Uon  ol  Statd  Dabti,     (N«<ff  Totl; 

1393.) 
Bcrtbuei  ■  BtatiflCioal  AtUu  Of  Uk4  United  StsitM.     (K«*ir  York, 

BcTlTGDOi,    H.       ContprPb^DfliTa    History    of    tlie    Iron    Twd* 

Througbout  tho  World.     (LondoD,  l&U.) 
Bellffnuin,  E,  R-  A.    Ebm/i  In  Taiation.     (New  Yo4,  1^5.) 
,      Finance  SUtUHco  of  Aiucricfco  ComniDavoaJUw.      PuliUca* 

tiuiinof  Amennnrt  Stntistical  AaBociation^    (Boston.  lAftH.; 
.     PrognsaiTo    Taxation,     PnbUcatioua   ol    American    E/co- 

uomic  Aiiflociftlinn-     (BaJtimnre,   199-1-) 
- — ^     Tho  SbilUn^  nod  Incidenoa  of  Tazabon.    Secxrad  «ditli>ib 

[New  York.  IS&9-) 


BIBLIOGRAPHY. 


566 


P6litto*l  EcoDomy.    Fonrtli  edition.    (London 

American  HighwaTS.    (New  York,  1696.) 
(Boeton  and  New  York,  1885.) 
il)    The  United  SUtes  of  America.     (New  York, 

Lnnicip&I  Goverament  bx  Great  Britain.    (Hew  York, 

hp«l   Goremment   In    Continental   Europe.      (New 

•-) 

.)    The  National  ReTenuea.    (Cbicago,  1888.) 

Priiiraplea  of  Political  Ecooomj.    (LondoD^  1SS3.) 
imente  of  FoUlics.      (Londoo  and  New  York^  1801.) 
Introduction  to  the  Theorj  of  Yaloe.    (London  and 
1801.) 

kD  Inquiry  into  the  Natare  and  Canaee  of  the  Wealth 
Edited  by  J.  E.  T.  Rogere.     (Oxford,  18S0.) 
Emigration  and  Immigration.    (New  York,  1800.) 
and  Sodology.     (New  York^  1895.) 
ties  and  Economicfl.    (New  York,  1899.) 

D.    A  Tour  1q  the  United   States  of  America. 
17W.) 
The  Present  Distribotion  of  Wealth  in  the  United 
(New  York,  1896.) 
The  Wilderness  Boad.    Filson  Club  Publleationa. 

18860 
C<    A  Treatise  on  Trnsti  and  Monopolies.     (Boston, 


The  Man  rvnuj  the  Stnte.     (London,  1884.) 
Abatiaot  of  the  United  Btatea.     Published  aniiaatly. 
»gton.) 

G.    History  of  Slavery  in  Connectieul    Johna  Ro^ 
ralversi^  Studies.    (Baltimore,  18Q3.) 
F.  J.    Handbook  to  tiie  Lalnr  I^w  of  the  United 
(New  York,  1898.) 
In  ilB  Relationa  to  Law.     (New  York,  1895.) 
W.  a.    A  Histoiy  of  Banking  in  Uie  United   Statea 
York,  1896.) 


BIBLIOGRAPHY.  667 

Turner,  F^  J-     The  ChaTact«r  and  iDflnence  of  the  TndL&n  Trade 

In  Wiflconain.     JoliEa   Hopkina   UniFeraitj    Studiee.       (Balti- 

morot  1S91.) 
-— »     The  Significance  of  tho   Frontier   la   American   Hiatory. 

(Madison,  ]S94,)    Also  cod tained  in  Proceedings  of  Americaa 

Historical  Association-     (WBahiogton,  1894.) 
Upton,  J.  K.    Money  in  Folitlca.    (Boston,  1&S4.) 
HrcbUa,  T.  E.    The  Fee  S^at^m  of  the  United  States.    (Madtaon, 

1S03>) 
"Wftlker,  F-    Doable  TazaUon  in  the  United  States.     Columbia 

Unirenity  Studies  in  History,  Eoonomics,  and  Public  Law, 

(New  York,  1S95.> 
W«IbeTj  F.  A,    International  Bimetalliani,    (New  York,  1S&6-) 

.    Land  and  its  cent.    (Boaton,  1683.) 

.    Money.    (New  York,  1677.) 

.    Money,  Trade,  and  Indnatjy,     (New  York,  ie8&.) 

.    Political  Economy,    Third  edition.    (New  York,  1888.) 

.     The  Wagea  Qnwtjon-     (Now  York,  1876.) 

l^altenhaiueD.i  A.  B>  F-  von.     Die  Arbeitsverfasanng  der  £n* 

gliacheu  Eolonien  in  Nordamerika.     (StrHsabiirgT  1894.) 
177at0on,  D-   'S..     History  of  Americaa  Coinage.    (New  York, 

1899.) 
Webb,  B.  nnd  B.    The  HUtory  of  Trade  tJnioniatiu     (London 

and  New  York,  1894.) 

.     Indoetrial  Democracy,    (London,  1897.) 

^Veeden,  W.  B.    Economic  and  Social  History  of  New  England. 

(Boston  and  New  York.  1891.) 
Wella,  D.  A,     Aecent  Economic  Changes.    (New  York,  1890,) 
.    Principles  of  Taifttion.    A  series  of  articles  la  Popular 

Science  Monthly,  Vols.  43  tt  ieq.     (New  York,  1895-1899.) 
IK^eat,  M-     The  Inheritance  Tax.     CoiumbJa  University  Studies 

in  History,  Economics,  and  Public  Law.    (New  York,  1893-) 
White,  H-    Money  and  Banking.    (Boston,  1895.) 
Tffhitney,  J.  0.    The  United  States.     (Boston,  18B0-) 
^nwer,  F.  Ton.    Natural  Value.    (London  and  New  York,  1S93.) 

^  This  OenoaQ  work  is  included  lien  since  It  la  the  only  work  of  Che 
kindj  and  is  aa  important  reference  for  the  first  chapter  of  this  booL 
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WmoDstibyH  W.  '^.    The  Nitore  of  the  6tato>     (Sew  Torfc 

London,  l^e.) 
^  GureruiiLVul  And   Admlniatraiion  in   Uio   United 

Johns  IJoptiriB  Univeraiij  Sturiie*,      (B&ltirDore,  Ififll.) 
WlUoa.  W,    Th*  tiitate.    (Boat*n.  1B80O 

^ ,      DivfiiciTi  and  Reunion.      (Nbit  York  &nd  IxuKJoni  1^93.) 

WioAoi.  J-    ^Ivditot.)    Karratire aod CHIIa]  Uistorj  of 

(H(«lun  and  >'flw  Voilt,  JS8B.) 
Wood,  T.  A.    Hiatorr  of  Twtatioo  in  Vermont.     ColurobiA  III 

7erHitj  Studies  lu  Ilbwr;,  CajnomH3&»  mud  Public  La<v .      (K| 

Vork,  1SII3  ) 
Woolaeyn  T.  D.      Communiftm  ami  Rocinlwm,     (New  York,  l' 
Woithiugton.  T.  t     UUtorical  Skt'i^jli  ol  the  FinanccA  of  l>ua- 

flvlvania.      Publlcatioua    sf   AuierlcaD    Eooooniic    Aaaocutu 

(Ualtimore,   \SST.) 
Wiffibtn  &  D     Itcportoa  InduatrioJ  ConciJiation  mud  Arbilifttioia, 

(Boflton,  IH^r) 
— H    Tba  ItidiutKnl  ErolalioD  of  the  United  St&tca.     (Cli4QUa- 

qua  Pr^M,  ]8f  5.) 
Wyaae*  J.  B     Geaera]  Hbtot^  of  the  Britieb  Empiro  in  Atnerie^ 

(tendon,  1770.) 
YooDs.  B>     J^pMial  Roportoa  tho  CuAtoma  Tnriff  LogieUtioa 

thfl  U]iil«ij  Slftied.     C^anlutigtoD,  18TT.) 

JI.  -PERIODICAL  LITERATUREL 

The  following  ecxiiLomic  perialicala  and  «criefl   of  foi 
gr^bpbH  am  JmporUnt  for  the  atudent:' — - 


Anaola  of  Uio  Amatioan  Academy  of  PoUdcal  and  BooUl 

Economic  Jouina]-     (London,  1391         ,) 

Journal  of  Political  Booaooiy,     fChiCBgo,  1S95 -> 

PoliUcal  Solaaoo  Quarleily.     (Nvw  Yort  1S36 .) 

Publloations  of  the  Amerioaa  Ejoonomio  A«aoc1atiOD.      (BaW- 

more  or  New  York.  1  fSBfl . ) 

PubUontioDa  of  tbo  Ameiiovi  Statlabcal 


tea.  1880 ) 


AaiocLaOoQ.      (Bot^ 


BlBLIOGRAPar, 


&^9 


QaarteTlj  Joonial  of  EoodovoIob.     (Biitaton^  18ST >) 

Tlie  following  comnieraial  aod  financial  papeFs  or  jriumals 
are  also  of  gruAt  vikluc  ;  ^ 

Banker'B   MagaEfno  and   8tHtlBt1cBl   ReelHter.      (New   York, 

1640 -) 

BradBtreets.     A  Journal  of  Trade,  Finance,  and  Publio  Economy. 

(New  Tort,) 
Commeicial  and  Flnajialal  ChTonlole-     (Saw  Torkn) 

EeoaomUt.     (J^ndoti,  1S43 ,) 

New  Turk  Jouraal  of  Convmeice  and  Commeicial  Bolletijai 


in,    FRENCH  AND  GERMAN  WOEKS, 

For  tlie  gnidance  of  readers  vln>  may  ileiiro  lo  ccmimeiicB 
the  study  of  i^'rench  and  Gcrmikn  worbe  oa  economica,  tbt> 
foUoving  references  are  aaggested; — - 

t.     FfiB>CH  Works  on  Egoz^omicb. 

8a7,  J.  B.  Trails d'^conomio  Politique^  Eiglitlie^JtioD.  (F^s« 
1BT6.)  Th»  vork  naa  IrauaLuUjd  aad  pubhsbod  id  thi«  country 
eni'ly  ia  tlie  ceutury.  For  many  jevn  ib  was  wiJely  uasd  [lud 
hiid  great  inflopnce,     TIih  American  tranelition  is  referred  to 

BboTC, 

Cberbaliet,  A.  B.  Fr^cia  da  U  Science  ^coromique.  (Paris, 
1602,)  One  iif  the  but  presentation  a  of  Frsndi  ecououiic 
thoiigJit  of  'be  middle  cif  tbe  ceTiiniy. 

Cbevaller,  M,  Courj  d'Cconosiifi  FoUtiqJO,  SocoDd  edition* 
(Paris.  iHfifl-)  La  Monnaie.  (P^ris.  Ififlfl.)  Cbevaiier  farored 
monomctftllisra,  Ooo  of  hie  works  bos  beori  traiLsJat^d  under 
Ihn  IJU«,  "Tbo  Probable  Pall  in  Lbii  Value  of  Gold"  (N^w 
Ti^rk,  iSriO.) 

'Wolowski.  L.  DeUMonnaie.  fPariii,  1808.)  UOr  ct  L' Argent. 
(Paris,  1S70,)     Wolowaki  waa  ati  Jible  bimetnllint. 

Leroy-BeauUen,  P,  Tmti^  de  la  Science  dcs  Ficanc^.  Fifth 
edittoO'     (Paris,  1502.)    The  moat  Taliiabls  French  treatise  on 
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pnblfc   finance,  bdc!  oae  of  the  b«et  Id  uij  lAngtm^fe.     TnTU 

d'^flcnonue  Politic^ue.    (Pano,  1806.)    'Fhu  ia  one  of  iLe  ouMt 

importuTit  recent  worka  ou  ecoixnnLcs. 
Otae,   Ch-      Principoa    d'Eoonomie    Politique.      Third   edilt<>D, 

(Fvi»(,  16S1.)     Tho  Amvncaii   traiL»latioD  of  tliia  work  has 

b*™    referred  to  cocatantlj  in  this  hock. 
Blooitt  U-     I^es    rrogria  do    In   Science  Ecoriomiqua  dopuia  Ad. 

Siitith^     (P^ris,  I&0O,>    An   iTit^n^atuig   book^   the   ruault  of 

ivitl«  reading,  but  ftomeliincKi  (mc-Bided  la  ita  indfjuenta. 
Sbiy,  Ij.    (Editor.)    Ndqtbali  Dictioimnire  d'£conomSe  Po1ltiqo& 

(Pans,  iaQl-1802.)     A  raloablB  irork  tot  roforonce. 

IT,     Geruah  WoRBa  OH  Eoonoujoq. 

Hau,  K.  H-    Lflbrbuclt  dor  PoJitiachen  Oakoaomio,    Ei^htb  cdl- 
ituii,      (L«1pxig,   liS^.)     The   eartieat  editloQ   of   this   work 
A]vppaT«d   in  IbSG,  and  it  served  as  the  lead;ug  texl-bi^ok   in 
0«rmanj  for  forty  jeais.     Ran  nos^  in    a   gHoeral  waj,  a  fol- 
lower of  Adam  Smith  ;   but  ha  pree^nti  in  ijatemxtic  form  tb« 
r«?ulLi  of  contemporary  InveatigutignB. 
HlldebrtmdT  B-    Die    NationalukonomSa    der    G^genwart    UDd 
ZukniLft.     (Frankfurt,  ISiS.)     An  efffictive  aud  readable  atAt<^ 
meiit  of  aomo  of  tfio  viewri  of  tike  {lermiiii  hiBtorical  economiBta. 
KnisH,  K.     Die  PoJiliaoho  Oekoromie  vom  StaDdpuokle  der   gD» 
chicIiLlichoa   Methi:>de.     Second   edition,     (Brunnwii^k.   ISM^.) 
TMa  book  is  tha  beat  prcamtivbioD  of  Ibe  TiewB  of  the  hUUjnc«] 
BchixiT,  but  Ifie  ftijlo  in  cuinb^rHoma  and  difFicnlt. 
RoiohM.W.    fijBtom  dor  Volkswirthachaft. 

I.    GrudlogGH.    Tweutieth  €f1ition,    (Scatignrt.  1805.)    Fot 
the  Arnericao  tranfllation.  see  aboTo. 
NutiouulukuDcmtk    dca    ILindi'Ta    arid   G«verbfleinML 

Siith  eilition.     (Stuttjrait,  1800.) 

FioaniwiafleiiadiafL     Third  edition.     (Stuttgart,  ]S8l>.) 

AH  tb(*e  works  aro  minosof  information,  but  not  «a  ihk 

portant  from  (bo  point  of  view  of  economic  tbpoiy. 

fiohinoU«r  O,      Uebar  Einlge  GriiudfragoD  de*  KcoliU  utjJ  der 

Vo]kaffirt!iHr:baft.      (Joaa,    1375J      Schmollcr    is   tbe    prewrl 

Jendisr  of  tiin  fierman  bTatoHeal  wonomiflta.    A  portion  of  ooo 

oE  his  norita  fa  tronaiatcd  lu  Aable/^a  "  MercaotiJa  S/nteui." 
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See  aIm  SdunoUcT'o  arUcla  cm  "  VoUcsntrtljcchaft.  Volks^tlk' 
^ImfLhkhre  uud  methode,"  in  Coarud'fi  IlaDdwort^TbucIi. 

Cohn,  Q.     SyBtem  dor  National  okooomic, 

L  GmndleguTig.  (Stutlgurt,  1836.)  One  cliapter  of  this 
Toiiuno  hfis  buoD  tnuislibod  uudcr  tho  tiLJi^i  ''History  of 
FoIiticiLl  Ecoutrmy."  S^aUovt:. 
11,  Fia;inzwLiacitacLaft-  (Stuttgart,  ISB90  Of  thiA  Tolame 
bU  the  cli&pL^rs  bub  one  bnvu  beea  truDQkted-  S«e 
aliove. 
JJotbgf  tliewworka  oie  readable  aud  suggeedTe  ratlier 
Uian  tErj  prafooiid 

Wasaer.  A,  Graudlegung  der  PoIItiBclieu  Oekouoido.  Tlilrd 
edilion.  (Leipr.ig,  ISOlJ,)  Thia  book  givea  &  compreheoaivG 
Biirv&y  of  the  fitDdomeDlal  cocccpta  and  focba  of  ecouomica 
from  a  juridical  point  of  view,  aad  should  bfl  read  bj  etery 
thorough  studflnt.  U  forma  tbo  first  volume  of  a  grcnt  "  Lctt^ 
uud  Ilaudbucli  dnr  PolitiBcheo  OGtoitomiej*'  to  which  Wagiier 
hoa  coatrlbuted  ecvernl  important  voIomcB  on  public  finauao. 

Ueuger,  O.  Gruudsiibza  der  VolkswirtlucLafUltiijii;,  (Yieiiiia, 
1871.)  This  i»  a  rare  but  ffxtremul^  Talonble  treatise,  Mecger 
19  in  some  rtApects  the  It^oder  of  tlje  Auetrian  achool  of  ccoi^c^ 
mUts.  He  Las  a  notable  article  entitled  "  Getd  '^  lb  Conrad's 
Handwottetbuch.  huportmit  works  by  Dohm-I)a«crk  nod 
WieB«r,  two  of  MpQgSf'a  pupils^  tiaVQ  been  tr£jislAt«d,  See 
above » 

Eiaenliart,  H,  Gesc^ichte  d^r  Nation aldkonoinilC'  Sccood  edl- 
tjoa-    (Jem,  IPfll,)    A  brief  history  of  ocouomica, 

Schdnb«rg,  O.  (Editor.)  Handbuch  der  Politiachen  Oetounrilo.. 
Thlid  edilBoii.  (Tubinffsn,lSD0-18Iil.)  An  iiiTalaable  coUontion 
of  monngriij^hF^  by  emirient  economlBtp,  covering  quite  com- 
pletoly  tlie  fii:ld  of  ocononiLc  acionco,  and  preBonting  the  Ictt^at 
resiilr^t  e^fiecially  of  Genuaa  luv^stigationB. 

Conrad,  J.  (Editor.)  Hondvrtirterbuch  der  Staat^wiea^TiBchafteD' 
(Jena,  l8S0-'!8tl-'»-)  An  hidiapouaable  work  of  reiereuco  n|ion 
almost  all  subjects,  nird  much  morevaJuflbTe  than  anyol  the 
French  or  EugLif^  dicltoatkrioa  of  politkol  eoouomj- 
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TBE   E.EFEE«NO*K  ±SK  TO   FjLOE  VrTMllBH.                                 ^^H 

Act  at  Mar^h  U,  1^0.  290. 

BinnitallE^En,    nadonal,    297;    anr! 

A'lt  of  IKjS,   rplnlrng  to   i?oinagi>. 

nirnionieCAlliatu,   297-30^  :   intpr- 

^P^jralBei^bargrduGiicarbitkg,  292. 

DAtic^DJil    himeUlliam,    HU^'Jitl  ; 

Agritultum,  hutory  of  in  Amcfjca, 

ileairabilitj  »f,  aBB-303;  pnctico- 

S£-43  ;    ajftaanivti    cultivatiim    u 

bility  of»  303-307:  Ihe  fEpetifiniv 

Feature  of  Amonraa  a^icultur^^ 

uf  Fnocfi,  304-30&;  political  cb- 

42  T  laiiii  Urmrea  nud  AmoncoQ 

attulu  to,  307- 

a^kultLirtif  4L 

BirLh  njiil    dcAtli    rat€js    iSi-lSG; 

Ati»jir4iij  Fe^leralkii  nf  Dilini-.  441, 

birtlt  rule  iu  the  CJ.  S.,  ISO. 

AnarcbLiiii  and  aiiitriLl^ts  4G7,  1S3. 

BlucklJH^  445. 

Amirewa.  E.  11.,  on  Ulnntr^tlori  of 

HlHud-AlliAOD  Act,  202-293. 

the  4'lfiariiig  nybUm,  ■^^7;  on  poTe 

Bohni'Elanrpp)^^  on  LlmltnttOQA  to  tbs 

profits,  12H-J^^iJ, 

clf-njutd  Tot  land,  4SU, 

ArbLtriuoD,    votuntHTf,    fC5-i&6  j 

Boade,  goTPrDmeat,  5O5-£04. 

HimpulMrj,  li(M67. 

Ttoyeotbfl,  ub. 

AtkiuHH,   &,  Db  Dottoa  induatTj, 

QullLuti  and  Monoy,  S31-S32. 

70;  ou  wtatofl  ill  DDitsninpti^D  uf 

food,  unilwutea  liy  Em,  ]DiJ-lD7. 

Casalo,  projeclol  br  W*»hiflRton, 

eOMJl;  tlieErie  Cunal,  CI;  olliur 

BANRa,  uiil  ibfl  chick  ijBteoi,  Sfl5- 

lAriiitH,  fllj  rplatioDB  to  nulvjijB^ 

SU;  ;  hunk  not?!,  ^71]   tha  dr- 

61. 

posil  fnnplioB,  273;  the  -Itnoual 

CafiUl,  hktjbI,  iu  a  faclor  oT  pio- 

functJOD,  373-271;  iUaAlrrition  of 

dni^ba,    Ul-Ul;  d^^linLtion  of, 

banting  runctioEfl,  S74-S77;  the 

132;  Klation  ta  indirccf  prodiie- 

inuD    functinn,    fl77-27Bj    aUte 

tiaijf  13S;  cDn>:rctD  fonob  of,  1[I3- 

bankn  in  ihtt  U.  S.^  QUO  ^  the  Da- 

134;  loDi!   ntid  ai^qutird  fAculdes 

liounl  bulking  e>btein.  200-291 

DZT  Qut  Qtpital,  ISA;  iiabtiilDiicie 

Buoka,  savioga.  impujlB^tl  Iq  pro- 

not  capital,  130;  Ebteil  and  cinMi- 

ceaa  ni  raytiud   foimation^   139; 

IxLini; f:a[]iUilT  137;  (Tea  and  «[«■ 

atitwlic*  pf  in  17.  S.,  Ufl. 

ricLliyprl,    137-138:   ftirmatior   of, 

PtorTfTT  rliwuWanUgH  of,  218. 

13^^130:  abatin^nce  neoesuLry  for 

Billit  ol  i^jcoliuuge  Htfl  (iriLftg,  268. 

cttpiUl   formAtLon,   110^  indue** 
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mmtitOMTlii^  llO;TnA9Tifi*nAnH 
or  insiMH  of,  141  ^  ^n  uLpiqudI  in 
««t  of  ^rcxlortiob,  163-lSI,  SOO; 
importuiiu  oF  ia  dctLtniitnqdon  of 
•od^  iacom^  377-3rAi  private 
DT  u:i)qi3Elitet  BS7-9tiS;  tliQ  roluc 
nf  pruiJni;ti'e  CflpiUl,  flflS. 

CqCUo  miBiQB,  fls  a  frontier  Iniltia- 
try,  34;  in  Ihe  cvlohWf  3&;  In 
iHtof  tiraa*,  [15;  fltocl  Rtsing  jla 
■  port  9t  AruBhua  n^ricolture, 
iO-4]. 

Ccrtd^  pL-oJuotion  &f,  BE^flTi  im- 
porUni  exports.  30. 

Cleuhiiff  UciuH  ajrntcni,  S1^Z37< 

CmL  pMiiuciiou  ijrtii  If.  a,,  44-C5i 

cancQQlraLian  jf  iron  prodiictirtD 
in  Ticiuity  or  rcalaupplEPA.  71. 
Coin*  and  coirngfl^  definftJ,  '223; 
bistfity  of,  mi-^^Si  rn»  and  gra- 
tuilons  oaLbago,  3S3 ;  bra^oji^, 
291;  Bdif^ctt*^,  S£d  i  origin  of, 

Comi)Rtitian,ilofmpJ,IS&-l8fl;lcu[la 
locqiuilizbiiriceof  guuJAlUatrej^ 
iww»]tlbHHaiiiiji»itofpr"iM(.'[i<iii, 
195;  commnriziiil  oDd  iiuUmtriiil 
cnmpptitidti,  !*i7"  uatWiiuijnt' 
fMt»  1107. 

Comptroller  of  tbo  Oim«]<-^,  29Ct> 

Con  dilation,  451-4  A5. 

CoDfltitiitiaD^Hty  of  lalxir  If^W 
tloti,  435-499. 

Cohiumrilion  of  Wftilth,  definition 
tf,  S7;  cnnminptjon  ami  prrii]iii> 
tian,  89;  laiv^  i>f»  SS-UO;  »& 
noinii^crLlBrDr,  d-Ofi;  produative 
Mtd  finiJ  ronaumptiotk,  US  ;  atai^s- 
l.i»  of  conaunijrtioji,  9D-101  : 
rt'ouoinj  m  conHniiiiilioii.  101- 
laS;  tlio  Un  of  detoaud,  HO-lld. 

Ci>fpfiutioii.  or  cobpiflTiti^e  produc- 
tion,   defined,  1&3;    maXxs    of. 


Kiij^laud  in  ir?a,  £4^  unturt 
1t3-t&3f  adVHUlo^^uioC*  L^L>-1 
linjil'^)  linbilit/  of  ahnnijoldf 
lfil'152j  wwkkncAof,  IGS-IfA 

Coflt  of  productiou,  souiid  cuat,  t 
vlfllljQU(4  oC  lS2-ltM;  BOciAl 
craployor'i  cost,  IVB  ;  pfeciwtu 
Hiitplo^r'n  coat,   JVV-^OS;  dj0^ 
ont  cfau  of  prodiietjon,  S03-90 

Cottou,  prodiirlion  of  ia  U,  S^^  JH 
30}  iinportiUiLr«  of  fotton  «ii  Aft 
d«  qF  eipart,  SH. 

Cotton  induatiy,  devdoi*fti  rapiiH 
after  laOT,  6S;  lajgrty  ct^ncat 
tnited  in  Nf«  En^laud.  il^  ;  rDpLi 
gmirth  iu  S^aih*  0^70;  chu* 
ttT  of,  7<>-7X. 

Cn»<l]T,  dcGnition  of,  set-  bool 
pfedita,  ae4-a*5!  pnmiBsnj 
nntfo,  265;  ch^ob^  2e&-2&7  ^ 
blllB  of  cxcLoDgD,  ^87-SC3;  foif. 
Hgn  cicchangf4.  968-^^2;  Uuika 
u  inntilutionB  of  creilitt  273-srS[ 
odvaiitagta  and  «lLvulvaiiiiigie«  of 
treJit,  37&-'279;  inllur-nw  of  rrtylit 
Upon  pripts,  2Ji3-5&5  J  cTPdit  lini- 
Itnl  hy  voJmup  of  mone^*  'iB$. 

Cnmbcrl*!)^  lioml,  60, 

Ctifitom,  And  f»mp*'tiT»in,  166  j  o1> 
MCUEfA  tiorninL  valup,  ^(Kt 

CoflTomt  taxes,  343-3H  ;  veo 
"TniiiT/' 

TDfK&VD,  tb«  Uir  of,  110-113;  a 
faptoi  in  detenu  ining  tuwkst 
rulup,  387^1  *P  •  HjiuJiaaiion  of 
iTil'^mntifltol  (lomuid,  35ii-9n. 

DistriliuEi^'U  of  with,  37^-431  ; 
tb'  pniL'Mo  of'primirj  dwUilHi' 
tv-n,  3SC^91i  sei\>[id*r7  ilisfi- 
bmioij,  "81-38*!  profit*,  wnppi. 
niter^fit,  ind  rent.  ^81^;  tht  taw 
if  InLpn-Bt,  3!(7  ad0-  ih»  Uw  ol 
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not,  SOD-UO ;  Iho  law  of  wogoE, 
410-421 ;  th«  Uw  qF  i>ro^ta,  42^ 
431 ;  joaLifiiJAtton  of  the  proKut 
duLribitlicja  vf  voidLti,  170> 

DividLuD  of  M:cu[iaiiij])3,  143  }  nt 
bbor,  144-145. 

DoIIat,  oojiteJitsaf  gD)il,2n;ofiiLl' 
y^t.  2U;  biitoty  of  La  U.  S,,  283- 
2S0j  anuibga  uf  vilver  iloLlnr 
stopped*  tf^S;  lintltcd  silvat  coin- 
Bgc  reiieweil,  292-2^3, 

DoriiiuiiA,  rtVL-auu  from,  4Eld-49B, 


Xly,  R.  T..  OQ  doRmilGH  of  produo- 

f    UuTi,  !!5;  ondutiijilioaarcbacks, 

S66|  on  limitfl  lo  tLt  demand  for 

i    Inud,  !{!(} ;  od  doUuiLioii  al  aocial- 

EminDut  domain,  l£d. 

Emplojtr,  poolljim  of  in  djatribu- 
i    titiu,  a5£-^4. 

Eagli&h  miiniLfjicturei  and  com* 
mtrce,  conrlitinn  at  in  17aft,  B^ 
£4;  nhanged  by  luduatrial  Kevo- 
liition,  6&-S7- 

Sffreprenear,  aeo  "  tTadartabsr." 

£diJiottB|  a  scarce  of  publio  nrenucj 
G02. 

Exuhnnge  of  pruducts,  a  font)  af 
anodatel  aetLvity,  11^147  ;  di> 
■relnpmsnt  of,  iftli-lSl;  ajvnti- 
Ugvs  or,  151"ta2-  QiwhaDtsin 
of,  la^lBS;  «lun.  183^21*; 
forvign  cvLihaDjifi^B,  mS7H',  pri- 
tbuty  distribution,  380-331. 

EroLia,  BCD  '^Tanoa," 

Etporti  of  tha  U.  S-,  037-336. 

Tacioa^  of  prodaction*  11S*141  ; 
orginiuUoD  oU  M^1C7(  wijp- 
endoD  0^  li7> 


Fiictocy  Acta,  t37-lS6, 

Ftcfl,  601-fi03. 

FiouA  iu;d  penalties,  a  aonrcfl  of  pab- 
lie  rcfvULic,  502^ 

Fiahfldea,  tally  impdrlaBce  of,  43; 
duviflopuitDt  of  aboTfl  srid  inland 
Bftheriftfc,  43-^4  ;  L',  S.  Kiah  Cotn- 
mr^ion,  44. 

Flai  und  bemp,  production  cf  Ja 
U.  S.,  3S. 

FohL'tgn  exchanf^e,  moUiod  «f  act- 
tlin^,  S6£-aiI£';  tbv  into  of  u- 
oliaugB.  270-2n  i  of  tUc  U.  3^ 
S37-33fi  ;  uatatT  i>f  inltmatJoDal 
Bxchangva,  B39-K-14  ;  ciamparaLiva 
pnSLtlojia  of  Eo^lfliid  and  the 
U.  S.,  341  ;  intnmatiflnil  mnvfi- 
mflnta  af  tuaaay,  342-3ii ;  ad- 
¥aatig<s  qF  Foreign  tradi?,  541  j 
inlemntioual  vixluea,  Q44-3&1  ; 
imiQobUJtj  of  Ubor  and  capital, 
&44-346  i  inleniiLional  tndo 
ba»d  npon  dilTertnced  tu  rtlaLiri) 
prices,  346-360:  mdlJicUon  of 
Ttmign  exchRnges^  3A1-373. 

Foffiigntrad&Qf  the  U.  3.,  SB7-338. 

Frfledom.  in  ^UbliiLTLidDt  of  pro* 
dm^ive  nndortokingBi,  IftO-lfl&r 

Fnigbt  cbargeH  und  tbo  foruif^ 
ucKangofl,  340-341;  borden  ctf 
3&I. 

Funcliona  of  monef,  (\)  medinin 
of  FXcJiau^,  240;  (2)  value  de- 
nnminator,  241  ;  (Z)  ar4in<UTd  of 
deFi-rrHl  pa5iiientfl»  S4l ;  (4)  1^^ 
tender,  S42. 

FuT-  Irade,  in  Iho  rolonifla,  33  ;  later 
lustory  of,  34  ;  iKououiic  itnpur- 
Can<:o  of,  3S. 

Oeoroe,  Df'.nilt.  propuaU  for  UuU 

tiJiUuJi&luBliun,  4£frH04- 
Qifta,  a  a9nrw  of  public  rePHnmi, 
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CT.  a  prior  to  ItJiB,  4(|  lUicw 
1340,  45  i  ImTe  Ji^pb^Aj  oLbur 
nicUU  u  money,  ii20-2as ; 
ngrld'ft  atock  of  gvld  aoD«j  and 
bora.  221 ,  couditioba  oT  pioliic- 
Ikia  ff  guld  ud  aiWer,  237-3^  ^ 
hlHlury    of    pnHluLtion    of    gold 

diitnhutton  or,  27fl-2S2;  foil  [n 
I'ali*  ,]f  ailpur,  3B3-yB3,  S97- 
airS;  ^1i  tiid  dU vcr  oertiEiutei) 
flyS-a04j  incrcflflfl  of  gold  pP>- 
dui^tiDb  in  recaut  ycfcrflt  SD1-M3. 

GoixU,  frco  And  ecouijmui,  0£  i 
ccoriumif!  goudd  utuULy  ex- 
cbjiiig«iil>lo»  8ft ;  danbla  and 
pL-riali&blO)  87  ;  pre^tit  uul  fa^ 
tnrp  gtwdi,  97^ 

G(]^*<iT^Tni.-nU,  did  not  originBto 
money,  2^5;  but  hAV«  rc^ulaTed 
ooinog^,  335-^^0  i  and  luru 
pusacd  legfll-tondef  laws,  32»I  » 
ecdunmic  fiiucliuEiA  peifornied 
\tj,  473-4a0 ;  old  vii^va  of  gu/- 
ernmoiitu]    fuuctiuits,    4^0-441  \ 

imdDrn  ihoaght,  4S1-4A3  ;  mod* 
ffrn  thflOTifti  nr  g^iv^mmDEta] 
fanttioiia,  4^2-198 ;  (ODdtd^iv- 
tjfm  or  tto  Mverel  fuDi-tioiiH  of 
goYHmment,  488-11)3, 

Government  JApoT  moD«j,  357- 
203. 

Gnias  luid  hay  cro[*,  Importance  nf 
in  U.  a,  37, 

GrMntxwkH,  or  IT.  ,S.  untps.  ^63  : 
iwued  in  1SS3,  SSP;  hiitorr  of, 

Gr»lum'BUn,245-24r 
OdlUbi  in   England  in  eigUlKUth 
cantury,  &4. 

Hahley,  A-  T.,  on  effect  of  Urge 
fiipj  capitnU  in  dlrturbicg  pnoen. 


na  ;  on  wages,  413  ;  oni 

ot  libur  unmod,  44S. 
Humiltob,  AltxAJitdi'ra  mt 

maDLiTrictEmB,  £1— £^ 
Hewitt^  A,  B-t  on  intu  Indi 

tie  U-  3„  75 ;  on  tte  ol 

of  gnat  liijbc^  104, 
ITounki'epiiJi;*  impartiurw 

va«lAa  in.  105-106. 

[ubraaATion,  «tfltuii«  of, 

cLdiucti-r  off  90. 
Import  tredu  oJ  tb4  U.  S., 
iDcatao,  toi-.iU,  :i7fi-3rs. 
lupomw,  pnvatt;  376-390; 

tfjiii.r^i  of,  aac^aao. 

lDddiJtd<l  serviLtidc,  £3-23- 
Index  uuuilHirs,  228 > 
IndividLialij^ja,  134-4^5. 
Iiidiutriol  Rerolution  in  Eb^ 

caosed    Ifj    iuFpntioi 

nurlEcd    by   grofrth 

ByateDi  56  {  iat 

tion,  57. 
lnduBtrial  ItcTcdEilb&  id 

5;-Ba. 

Inlervflt,  dafinnl,   SftS; 
pricale  fBpilal,  387-398; 
pToiliirEivi?  CApitnl.  SSfl;  ftl 
long  tiroa  loan*,  3Sa-SSB; 
Uit^nfiit,  3^0-385  i  Inl 
fiDui  dilTnreDce  in  T«lue  of  ^ 
*0l1  future  good*.  3P0-S3] 
and  iTiterut,  :il*J-3!l5  ■ 
of  n\A  to  dfvlino,  ai»5; 
long  and   ihirt    loani,    31 
ganoT^l   lomi   innrket,    31 
raloof  int-'rcat  nnd  flic 
iDotiey,  307-aft3 ;  jualif 
intprvBti  338:  uauTj  Ui 

latamatlonnl  htnVfng  hoiif 
Ititpninticpnnl    pajments 
nhoLK   fonnji   of 
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340-541;  tndirect  paymFOitA*  341-> 
S49;  movainonu  of  money,  342- 
344. 

IntpHthHJQt  of  IsboT  and  ea|fltiil 
upcu  hml,  aqd  hm'  of  dimiriub- 
LDj^  returns  in  ikgriculturd^  IDl- 
]a7i  impLicatLfjoacf  Ibc  law,  1^7; 
in  luauufaiitiircQ  mul  Qiksi  iatliisr 
triea,  108-170. 

Inwi,  iiroduiiiiou  of  in  U.  S,.  44-46; 
iron  and  fiiaeJ  Jiidiutriefi,  7*-7fl; 
gtTiwth  or  prod  ur  Liu  u,  16-76;  niiui- 
ulfLOturcfl  nod  eiportB  or,  70. 

JiivaoB.  W-  £^,  on  irua  tinde  in  U, 
£1.,  75^  ou  di^tiuitioQ  of  coiaa,  SSfl. 

EKiDars  or  LxaoKr  44(Ml]. 

LlDo^  ecftrcity  of  labor  farca  la 
colunioH,  yS;  oytUimaef  in  U,  fl., 
22  tt  xq-,-  duFiaLtion  oT,  ISl; 
different  kioda  of,  1^1-122;  tM:o- 
nomlc  iminrimjiK  of,  I2»;  pfH- 
denpy  flf,  123-124;  ihfl  nuppT/ 
or,  134-ni  ;  u]  dcmuDt  in  cdbI 
of  pradiLotion,  1^4,  130;  a  com- 
moditj-j  432;  |>c[^qHtntiP3  <tf  aa  « 
ixMumoility,  433-^38;  reUtion  of 
to  pniduct,  44&-i.'j^ 

Lnhiir  Pontrut,  natnrfl  nf,  13^430; 
TpRfrt'itinn  of  by  lepiolntinn,  437- 
43Pj  BTid  labor  oTgonicoti OP *^  41i^- 
t49;  Lndnfltriil  warfdrf,   *fi3^£7- 

Lftbut  orpiTiijatiota,  two  ly^B  of, 
440;  oVjentfl  oF.  441-142;  dcsim 
colIprlivB  i)ftr^ininif.  412;  Blriltea 
Am]  IjuyintLs,  443-44A:  baraTnnil- 
iBH  tbe  ]abf>r  ntn tract,  445—446; 
Tflficti*  criticisms  of,  447-149. 

Lnisaafiiire.  4^2. 

LanH  TintiontiUifitioi],  4Efl-4Bl;riand 
Tititire  Roloroa  A^ocmlvm,  4f>8; 


proposala  of  Hanrj  Gforge,  46^- 
4&^ ;  Mr.  Guorga'ft  rtrgiiiueiitt, 
4^9—4^1^;  gi-notol    conHidi'rjLt]aii&, 

Ijiud  tenuroB,  in  Kiirop«,  14j  in  Uu 
U.  S.,  14-15. 

Wge-soalc  praductbo,  170-171 ; 
Huuri^  euouomj  oi  capital,  iT^d— 
174;  eacouiBgm  ei|ii,'ruui;utaUL}Li, 
174  i  vxuivs  ixiiaumy  of  Inlor, 
174-17fi;  iIho  pcDJioniy  in  aubald- 
Ury  (irDCCAtea,  17A  ;  ]ret  cerUin 
adruiiu^  ntund  prodinrtian  on 
■mailer  bcaIo,  lTfi-177;  lo-r^e-scolv 
proiiiictian  not  DQCcau&tiJy  mo- 
jiopoLj,  177;  iu  difforflitt  bnncbu 
of  btuinaa,  177-173. 

I^jwUe,  FpnUuiiod,  ga  abatinflnce, 
140. 

Luvuleje,  od  idvuitagGS  at  tn* 
cbo&gv,  13S, 

Law  of  diiEiujinbin^  roturnfi,  jha 
' '  InToatmant  orkborupon  lanl." 

Lf«nl  lender,  220.  242. 

IjiniylSejinlieu,  P,,  on  aeonoDjy, 
10^;  fin  fiaviiig  i&d  ajwuding,  103- 

T.oanfl,  public,  603;  thftir  farmB, 
G03-E04i  tlciT  oljecta,  £04^GD&; 
tbfiir  cflecta,  50G. 

Ldhhs.  Ehurt  nnd  lan^  time,  SAA— 
3S0;  PDpply  aud  d^innnd,  39]- 
394;  rstsi  for  short  ind  kng  tun* 
lous,  39fl. 

Lcckout,  445. 

LnttrriitA,  publir,  £0S. 

Lowrll,  J.  R,  on  Und  Scott  d«i- 
ainD,  542. 

Ltjnell.  F.,  conAtnit:l«f ally  equipped 
frrtnry,  08- 

Luiiiiy,  liia-ins;  d<vi  not  "niib 
traJftgm>d,"|Oa-ins. 

"  Uxotc  fund  "  dpIuaLDD,  CIS-All- 
Miujijfactures,      coloalal,      4^53 1 
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Cnglaod'a  attitndv,  £D,  57  i  do- 
mL»ijii  iniLiittriuB,  13  {  prodnodoa 
for  uutkcb,  i&;  high  wigu  uj 

nW,  fil-52. 
U&rki:t,  <UfuLcJ,  184-1 SA. 

MvnbalLt  A-,  upon  Uw  i^f  dlminJih- 
ingieturLS|lttr;  upon  fdue, 200; 
upon  trade  monJit}'*  31&. 

Marx,    K-r   ^volulioiLaiy   aa•JialiB^ 

Milittrj  Dipaiidita]«»  4SG, 

Mill,  J.  3.,  otL  reUiJuu  of  iDouej'  La 

pricc^lUj  on  iaHiicuce  uf  crvilit 

Hpon  prices,  2AA-2hii  qm  vaIiw  of 

piteat  rights,  433;  on  tndirtdu- 

Ktniug  Tudufitrias  of  U,  S.,  4H6. 

Moiitj,  purohaupra  mcMun:  sacri* 
rictji  in  tenoH  uF,  llQ-lll;  mar- 
giiuil  utility  of.  Ill ;  clpveloprnrint 
ofnu-CnlMcmoDpy,  SlB-227;  prim- 
itiTH  morioy,  51S-220 ;  predoUB 
mptnlfl  di^pliiciyl  other  fanna  of 
TDOufl^)  SSO-232;  coiun^,  S3S- 
3^;  i^DTcriiini-ijtA  aoii  inoa^j, 
2S&-SS6;  ynlur  of  mclflllic  moiioy, 
237-2Sfi:  supply  of  inoiiey  pud 
demaiil  for  money,  233-230  j 
vuliiB  of  modpy  and  mnrfotinl  ooil 
of  production^  ^3^-3!IS  ;  fnnutioliB 
of  money,  S40-S<!2;  dobued 
mon^yp  24C-Q£Q;  iDfljition  md 
contrArtion,  2h2-25'7-,  cTmni^  in 
td1uiii«  cf  bio^icy,  ££14-253;  bp- 
preoiati<rD  nuJ  intrTetl;,  3C0;  gov- 
ammrut  ]*ftiwr.  E57-2fi3  ;  gornm- 
ln«lit  i9sil«  in  thf  U.  S.,  ^&a  ; 
iTjifiiTDfliitB  for  nnd  qgainit  gQ*» 
ftTTim^at  papor,  258-2fl3  ;  conver- 
tible goT^mment  y>ixptfT,  2^3-2Fl4; 
tomtffruJ  dJBtnbatioaor  S70-QBQj 
rvprMcatotiire  inone]^,  333;  credit 


aad'pndCA,  S3^3B7»  monerproU 
IciD  iu  liio  U,  e.,  2B5-2»6/ 

ManiHQeUlliBm,  269-E99. 

Ujii  Apulia,  fiscali  AOS'-aofl,  £ino. 

UouDpoly,  u  pon«r  to  Matrol  anp- 

^  ply,  21lS,  AOO;  manopojj  value, 
3{i&-3l:£;  Ivgal  mcmopalwa,  SIS- 
314;  LAttinl  mmopoliH,  S14- 
316;  capitoli^do  iiii>rjopi>]ini. 
316-318-  uteul  of  iQ«iiufio]j 
ibQucucr,  8]6j  comEiUxity  pI 
moiiopuliei,  319  ;  iibwiatfl  monPii- 
gly  E^eMom  possible,  33Dj  pRililnn 
of  rmuTfll  n»onopnIi«»,  3S0-flS4; 
growiU  oroipilfllTfitu?  mrjfloikjlie^ 
aSfi-S:^B;  cnmlDdl  m^thoda  «f 
sontc  mnQopclies,  S2g-3SS^ ;  &nU 
cGi;aidcnliDQB,  329^34. 

?^AT(i>N*l,baiJcuig  «yatcm,  290-2^% 

Satnrt,  a  factoi  of  productiun.  1 1^ 
121;  coatiJbLitiDiiB  of,  11S-]ia  ; 
flliprnpriflblllty  of  nntural  fKratri- 
buUunSp  ll!i-]2(l;  mu)  and  na- 
ture, I2U-12K 

NDD-com]]«tiaggronpiuuiOi]glBbDr> 
cm,  121. 

Noi-mo]  taIuc,  104-200. 

OoctrrAHOtffl,  ■Uttatici  of,  12L 

ppftiboa,  iTpoiiditnrw  ff>r,  494. 

Person  kI  Bsiricui  a-n  ^cooottun 
goods,  $l-8€  ;  praduatioti  oJ^  ] IT- 
US. 

Pwo  wn^H.  419- 

Puolft,  313-317. 

Popnlntion,  lee  "  Snpply  of  labor." 

Pi^pnlfition  of  the  U,  S.,  KtfitltlicJ 
of,  l&:mii&i*hara<?lprof.  18.20; 
iiBtural   inOMUQ   of,  IS:    mohtU 

ity  of,    110-21 ;    cono«ntntiob   of. 

ai-sa. 
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Fncbv    mfltnlfli    Ue    ''OdU  and 

Pricfl.  defined,  lfl4;  L-haugw  in  gan- 

iDdiTLdoal pricpi*  'iiif ;  cteditand 

EVoUiLction  oFvonlth,  defined,  IIB  | 
pToducti¥ity  at  rarioas  ifidtifctrleg, 
llA ;  producCbn  na^  Eacrific^, 
llfl-117  I  uf  ptraonil  MrTitBft, 
117-116;  «  Mcial  ptombb,  US; 
atagtu  lu  devtlupiunnl  vt.  1C7- 
IflO;  fr^edonn  of,  Ift0-162T  ^ar^- 
trnlt  pTivlaotion,  170*178^ 

Profit*,  d&fiDwl,  385;  profibH  Hbd 
rUiu  of  iuvcHtTDent,  421-435  ; 
ntccBHafy  profilfl,  435-437  ;  dif- 
ferentjal  pToGu,  4a7-*20;  mo- 
noEtulj  profits.  120-4^1  i  capital- 
iiaCion  of,  *BO-*ai. 

FraJit  slmriu^,  4&0-1&1' 

PrugL'«i4aiwti  wige?,  4J9-450^ 

Pullic  PiltirtlilurM,  4S3-4Be ;  their 
clnflHJflGitloTi,  403  ;  Ln  tho  UuiLtd 
euiw,  4M-lflfl!  tlie  growth  of 
public  PipeudiluTPB,  497-40S. 

PuMiu  indiutrioi,  ruvmiua  from, 
4fl&-fi01. 

Pfllilic  Ividt,  tuimgoneut  of,  15; 
pablic  doD^oui  of  U.  8>,  1£-17  ; 
polkyof  U.  &.  17. 

Public  ravfltiues,  4ff&-C14 ;  hom 
domnlna,  1A8-40V  ;  from  pablic 
iiEdu4Trii»,    4BG-fJ01  ^    from    f«(8. 

50)-5fi:i :  from  tniitidlnTifloiiQ 
eourcos,  50!;  from  ftfi«riji1  neHEH- 
mftnts,  502-503  ;  from  loani,  50^ 
50£  i  inm  Uxc«,  £06-514, 

KAZLBOAitaiOoiistractioDoriiiUi  &,, 
61-03;  Eubtudidd  to,  ez -.  ortr- 
EKogtruutioa  of.  fi3  ;  tL-Lvnk  tiii«B, 
04;  ooTJipetJtion    and    couibina- 


Ronti  deflned,  8S&,  309  i  nine  oE 
fifltund  ftgiJitB,  400 ;  iacftmo  fwMn 
Xrataral  agents,  iha  ivat  oE  locd, 
401M10 ;  iBUt  not  a  cauiw  of  Llj^li 
piice&  400-408  ;  actiud  reoLa  hdlI 
ecanomlu  jcul,  406;  ilttgfid  tcii- 
d^noyfifreiittD  llctusc,  40EM10; 
tbe  unMnied  incnmflnt,  410, 
45S. 

Riplita  of  coratrtcl,  dtfternuD^d  and 
fluforceJ  liT  ths  State,  lfifi-lfi7, 

mgliCa  of  inliuitBiJco  hud  bo^ucet, 
1115. 

lii^hla  of  propvrtyt  dsfinrd,  1^4 
net  natond  righte,  150;  lUvaja 
Hmital  by  kw,  155-158. 

Rigbs.  hat  u  uidppoiiilfiit  elnnpnt 
in  cobE,  20 1 ,  203  ;  end  the  rate  of 
int^rcbtf  304-39fi- 

Bunda.  in  ibc  cobmu,  GS-El'i  biult 
bj  lucjil  goTcrniuentt  in  U.  3., 
£0-.  budrwlBof  U.  &.,  59. 

3avi:40  and  invBatmeiit  107-109; 
two  forrrH  of  uvlng,  107-108- 
luTing  doea  Tjnt  ii^iire  Iradft,  108- 
lOV  ;  duLntbility  oi\  IC9. 

Saligmwi.  E.  R.  A-,  on  defiuiticn  of 
tocsj  £01  ;  oD  dc^ition  of  spvcial 
auOHJieDlflp  502;  on iLfi proporty 
tax,  fiS7,  £;SS. 

abermaji  Act.  2&4-29G, 

Sbrpbnildiug,  eorly  growth  of,  flB- 
dfl  :  nmaTkabb  hixloiy  of  our 
nmrinc  until  1880,  fi(MI7  ;  ^mWho 
of  tnercbant  nifltin*,  07-t18  ;  irnti 
and  atflol  coualniatioQj  53;  ^ii\>- 
ond  BSTigition  hwa,  Sfl-6r. 

Sid^ick,  H.,  on  pcvrtr  of  monopo- 
liata,aia 

9ilk  indiistrj,  75. 

Silver,  dee  "  Gold  tad  silvac" 

atater,  S,,  erccLii  nalLia  in  ill  1l 
17^0.  ^S. 
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BUroTyln  Ibe  C,  9,.  orifpn  of,  54  ; 

fiMimnn,  F.  J.,  nn  the  l^gillt;  of 

th*  ftbv0  tnd*,  24 ;  gingmpbtcul 

nrhkefl,  441;   on  coilwlive    bu- 

dlitrJbutiuD  or,  21-Sfi  ^  uQfralit' 

gamuift  44S. 

itblo  ia  tie  If^rtb.  SS)  phifiUblu 

StrlkoB.  443p  413, 

ia  tbo  BijuLti,  ^i  iUi  BlToct  opuu 

Sugar  caDfii  cultiTatiaa  of  id  U-  8., 

IbA  BouU,  2a< 

ye-40> 

Soiith,  A-k  oil  cor|jontiQita,  £4;  du 

Sii|iplr.  dflflrivd,    1S3;   a  factor  iu 

diviaioa  of  Ubor,   144  ;  on  mr- 

drt(iri]iiiiiii(;  iriiukut  vmlu^  IS^ 

poMlicnt,     15!^;    on    t<rot4t'ttve 

li^U;  ofLalnn  435, 

UnlTi,  S7A ;  OQ  CfcDiwii  of  t\i\1ec- 

Siijiply  or  tabof,  in  ralatinn  to  liirth 

tuc-uk  III  wnp*,  4au  i  ou  ph/alB 

and  d«itb  ntat,  \U-iU-.  in  p*Im- 

^^^h        vaivvpfiBat  i^l. 

lioiL  to  thi>  lU&dard  of  lino^ 

^F    fioeinlLHii,    ilclljifl,   104  1    CATdLial 

1W0-ISO. 

clEmofiU  of,  466-400  ;  vnbiguoiu 

aae  of  lliB  tftrn,   40C  ;    rcvoLu^ 

TA.nu[jLK  aUadud  of  mlwi  2CG. 

donorj  ind  evolnllDauy  Aociid. 

TirilTDi]  imports,  SAl-flfi:^;  Kvcnu«^^^| 

[fia,  447-4^0  ;  «ji  nli  thwrj,  40S 

tarilT^  35'i-^H;  pmucilFc  Uritb  ^^| 

-laV;  AAdh!lii>me  forproditatiDii, 

ia  tlia   tr.  S.,  B&3-3b4;  dfll«Jf<d         V 

400-17^  ;  H*  n  aetemo  fur  iltHirt- 

viTocldi  365-341 ;  differtbt  ao^tA  tit           H 

buHuD,  47^474  ;  Eiul  ooELVidorA- 

prodoctiDn,  301;  what  pr^tccli^           1 

tiniis,  174-470- 

tATiUri  cumol   ucooiplldb,    &(i\—  ^^^^ 

SiiA'IhI  iMiHi>iriiiitiiiU»  SD2-503, 

Z&Gi  larilTa  liud  Hii|ea.  Atfi-aMl^^H 

fippi^iflc  and  advaiJTVjn  dutJm,  %5% 

the  Bidrvubilitf  of  adopting  pn^^^^f 

SIS. 

iMijTB  Unlfa,   aflft-a7JI;    [iroiwN         S 

SU^  in  JuTibpment  ot  pTftduo- 

tlub  to  infant  iadDBtTWrafiU-CJTO;  ^^1 

^^H        tiout    the    biiutiu^    tud    fiohmg 

dir^reity  of  iiulLiiilria^  370-87ll|^^H 

^^V        aUfiti,  IsT^  tlif  |inat»Tn1aU^  1^8, 

□ur  Uriir  an  liiatoiiciJ  |nv4ailV^^^| 

W               the  b^rluulturai  Htif^  IGft-Ud  ^ 

372-473>                                                   ■ 

^^^         rrmniifAc  hiring    ami    comnvirial 

Taren.  nn  nirmoiiolj  vBniinifK,  SIS,  ^^fl 

^^ft         ilA^.  1^0  ;  tr^flDBtrial  niRge.  IGQ. 

£8^^  UTiM  'Irnti^cl,  ADS-SnG;  th^^^H 

^^V     SlAgfi  of  veatwiiJii  expaaiiiunj   11- 

poeitlon  mnong  piiblir  rwunwt,  ^^^| 

m          **' 

tC«-fi07i  lhDiTJijatific*tii>n<  B07- 

^^     eutidjird  of  llvioK,  defin«d,   ]2fl  j 

60fi;  ju»ticiT  in  UulicFa,  £Od-{ilO| 

^^^           BfrKltBgTDWtborfiOril^lHtiiJll,  IST- 

pnipurtiuiitl.  progre»ivi7,  nnJ  «- 

^^V        120;  Taftjr  be  nlBnl  or  luweri^d. 

gnaavo    tAiea,    61(h^2;    diTfct 

W               137;  Telitlon  of  economic  ^m)^ 

and  iDdinct  taxrA.  £10-613:  run- 

1                rcB  tc,  1^ ;  In  the  Tl,  5  ,  ISO ; 

toma    taxu,    a4»-344.     &l4-^]^t 

■                Kta  limits  la  th«  full  of  vafEf«, 

f>xd»  UxM,  £l£-fi!Z?:  (1LX0  on 

L 417t  niay  be  cuDbtiLDtlv  riii»<J. 

trn-oiiuilionii,  623-£^:  pa]lDr«|H 

^B       410. 

iUtlantjLiH,  63}-6S4jlb«gPMml 

^^V  fitindftrd  OJl  Oomivuiy,  3l7,  813, 

pn^rly  Uv,  6^4-683:  EndfLuiM 

W           mp.  aao,  sas,  as*. 

of  tbfl  prapmrlv  tax,  fSft-^aB;  cor- 

1           Buii^i    poiticipatna   in   prwww   pf 

IwrJiLiuLi  Eui^B,  £13£k63r;  UmiiM 

1                 piYhLiuUon,  164-167. 

tarn,  6ii7-a3S;  tbherituioatva^ 

J 
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53S-fi4l;  thBui«[iubLx,E41-5iaf 
t&jEfltion  in   the  Uaited  SUtos, 

T«Ktilc  imIuAtriu,  bca  "Cottoa/' 
"  VToolea/^flud  "  Silk  iDiluatrlr*," 

ToWi:o.  cultivmioa  of  In  tl.  5^  40. 
Trpjsury  nfltcft.  5«3. 
Truck  pajmoDtB,  439. 
Tru-U,  317- 

TiuTifr,  y.  J.,  on  the  doToiopment 
of  indnstrju  ia  thg  U .  S.,  S3. 

UnopRTAKKR,  definition  of  lenn, 
MB  I  fan^^tiaixa  of,  U7-11S;  (utiDB 
of    hniiineM   uadtrtikiifga,    HO- 

llfl;  iioaitian  of  in  diatribatioo, 
S8S-Sa<,  *24-4ZS;  attempt  to 
diiipeDjio  nitb,  45^M£3. 

Uncaruod  jjicfom^ut,  410,  i&&-ifii. 

Utilitii»,  iacludo  matiirial  ubjucu 
Of  peraooal  Bcrricra.  a4  -,  eleiuun- 
tjuy,  place,  tu^m.  and  tima  nlJIi- 
tiu.  SA  ;  pmdLictifni  of,  llfi. 

Utility,  defiDJtion  of,  U-  the  Ian 
of  [liminiBhing  Qtility,  S9-9I  \ 
total  and  margiDal  ntility,  Gl  ; 
in^porttLdce  of  a  )^od  dtpeadtt 
apoa  margmal  ntilitj,  0fi-B6. 

VJittTK,  dnAaod,  lS3-lg< ;  the  d«- 
termiiiikriou  of  mar1u.*t  valii^, 
\AG-2H  i  the  pqailiEation  of  sm^- 
plyanddtfuiMiJ,  1S9-19];  fluotu- 
atioDfl  in  niirhet  vaLura,  191-193  h 
forcud  Hi^i3»  1^2-1113;  drtormina" 
tion  of  nunjial  valutn,  194-209  ; 
analyaia  af  coat  of  production  W 
the  employ pr,  lS»a-203  ;  tn>nni! 
nluw  are  adjiiated  ta  tha  fuqt  of 
produetiOTi,  Ilt5-1B8 ;  diRerpnt 
casta  nf  production,  203-^05  ; 
norni&l  ^lue  Hcpinda  upoji  bnl 
ojicfl     af    oppodiig    fari'G!!,    SCA  I 


iiDiTDal  Taloo  oliGcaTed  by  variovia 
canaaej  SD0-&16 ;  monoputy  votut, 
S09-312;  tLcviy  of  iutDrnaUvnid 
yh1lj«s  S44-3C1, 

WAQBa,  free  luid  a  cauK  of  tigh 
vigf^  23  i  oTJdeuce  uf  Li^li 
wBf(ca  in  colonial  i'unvs.  2S  -. 
kigti  yn&s  in  tbe  tT.  3..  3fl4- 
Sflg  ;  deHnea,  S»a,  110:  n>al  and 
nominal  nagas,  411;  WAgra  and 
Riches,  411  ;  time  and  pivce 
wiig«B,412j  Uborcoit,  413-413; 
wag«fl  iho  diftauotcd  produut 
of  indiuliy,  t\S ;  gmDiul  and 
rdntire  wages,  413—414  ;  f^eocral 
w^ca,  414*416;  liuiila  ti>  ihQ 
increofls  of  wigta,  41E»-*1B;  ilio 
BtnmUTd  of  liviaj-,  417-41S;  Ma^ 
tiVfl  WQgea,  419-424. 
Wngaa  ayttyin,  fiMure  of,  439; 
fr»da(n  of  oontmct,  432;  pcijQ- 
JjintiH  of  tba  cornnvxlity,  InW, 
133-436;  lobar  logidation,  437- 
43G  ^  labor  cr^ntZAtiona^  440- 
44G ;  unfavorable  r^latioa  af 
luburcDtto  prndui:!,  44lj-4a3:  coil- 
ciliatiQaaud  arbiLratiuD,  4Ci3-l&7i 

W^alker*  F,  A.h  ou  n^lnUoo  of  credit 
lo  piicfs,  ^Sfi;   OD  pupotali  of 

Wants,  hunma  n'aatj  tlifl  staTtin^ 
point  of  fomomiM,  70;  origin  nf, 
flO-8l  -.  dBv-olopnjpQt  of,  81 ',  oiil- 
lure  and  aiifltenoc  woats,  83-83  ; 
Bfltialality  of,  flfl. 

Wattii,  m  con^umpliou  of  food^ 
lOfl-lM;  by  lire,  lOK-107. 

Wajpr  trantiiinrtatiDn.  flO. 

Wentch,  prodtirtmci  of,  MG;  aiii\ 
pnign>Ha,  129;  Hvlal  veallh.  ^76, 

Wjlwn,  Woodrow,  od  wmIwaitJ 
elpntiaiflii,  lit-l-I. 

Woolen  iudualiy,  71-7S. 
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